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Pecember 19, 1592

Memorandum to the President- and Vice President-Elect
From: Al From and Bruce Reed

Subject:  Pursuing the Clinton Revolution

In the pages that follow, we will present for your review a number of policy
options developed by the transition’s domaestic policy staff. From them you can ;;hoose
the policy course you wish to pursue a¢ the outset of your Administration.

The purpose of this memorandum is to help you chart a clear course through the
details. In it, we offer our thoughts about which policy ideas you should make comner-
stones of your Administration, as well as a strategy for putting those policies into
action. ' -

The Clinton Revolution

When the excitement of your election and inauguration has passed, you will be
confronted with a difficult challenge: to redeem your promise to bring fundamental
change to our country within the constraints of a budget crisis more severe than you
could have imagined. To meet that challenge, we propoese a strategy to promote a
“Clinton Revolution,” rich in vision, innovation, and values, but low in cost.

At the center of the Clintor Revolution are fve signature proposals:

National service;
. Reinventing government (including campaign finance and
lobbying reform);
. Welfare reform;
¢ Youth apprenticeship; and,
¢« Comrmnunity policing.

T3 ‘Put mm action, these initiatives can fundamentally change our country as well as
_.otirgovernment. They can define a Clinton Revolution that will give millions of
. Americans's crack at the American dream, restore personal responsibility, and begin to
repair our nation’s tattered social fabric. Moreover, though their impact will be great,
they can be phased into place at an affordable cost. By putting these ideas at the top of
your agenda, you can assure that they — not the priorities of Congress, the press, or the
interest groups — will dominate the national debate next year.

~ The strategy outlined in this memorandum does not include every domestic pol-
1cy sction ‘to'be undertaken during your Administration. It is a transition strategy = to

turn momentun from the end of the campaign into a runnmg start for the Clinton
Administration.



The Promise of Your Presidency

During the campaign you took positions on hundreds of specific issues. But the
essence of your campaign — and the reason you were elected — boiled down to two
large promises that spelled fundamental change. The first was to get the economy
moving again; the secand was to be a different kind of Democrat who rejected business
as usual in Washington.

As President, your top priority must be {0 keep those two big promises. If you
do, your Presidency will be surcessful. If you don't, your Presidency will be in trouble,
even if you honor every specific promise you made.

The purpose of this strategy is to keep that second big promise: to show by your.
policies and actions that you are a different kind of Democrat who is not beholden to
the status quo. Assuming economic conditions improve during the next four years,
keeping that second promise is the most important thing you can do to build a durable
governing and political coalition. That’s why you need a domestic reform agenda that
goes beyond the economy and health care.

To build a strong and durable governing coalition as President, you must rally
the American people behind a new domestic agenda that breaks the gridlock in
Washington by transcending the tired and predictable left-right debate. You must not
only maintain the support of the 43 percent of the electorate who supported you, but
you must win the loyalty of the supporters of Ross Perot « the 19 percent of the elec-
torate most change-oriented and most hostile to the status quo.

Fighting for a domestic reform agenda (reinventing government and weifare
reform) and for new ways of doing business (national service, apprenticeship, and com-
munity policing) will be critical to cementing the support of the Perot voters. Economic
and health policies are important to them, but are too complicated to send a message of
fundamental change. Perot voters will want to see tangible evidence that you are not
more of the same.

We believe the strategy suggested in this memorandum can help you change
American politics in our time as profoundly as Franklin Roosevelt did in his day.

The Signature Ideas

Your domestic agenda should tell the American people what your Pres:dezzcy
stands for and demonstrate that you are an agent of fundamental change.

That's why we believe it should be driven by a handful of signature proposals
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that will define the Clinton Revolution. By focusing your attention on these signature
proposals and showing a willingness to spend some of your political capital to get them
done, you will also assure that they are at the center of the political debate at the begin-
ning of your Administration. ‘ :

These signature ideas must clearly promote fundamental change: change from
the Republican status quo of the last 12 years; change from the old Democratic ways
that the American people have consistently rejected; and change from business as usual
in Washington that has left most Americans feeling disconnected from and disgusted
by their government. These ideas must reinforce the main themes of your campaign:
. Opportunity, responsibility, and community. :

~After careful review of your campaign promises, what you've said since the elec-

tion, and the initiatives developed by the transition issues staff, we propose you select”

the following proposals as the signature ideas at the outset of your Admindstration:

* National Service, National service is an idea with the potential to trans
form our society. Not only is service a better way to pay for post-
secondary education, but even more important, it can {a) provide young

people a unifying common experience in our ever more diverse and
divided country and (b) restore the crucial civic ethic that has waned so -
much over the past two decades. More than any other single proposal
you will make, national service embodies opportunity, responsibility, and
community.

. Reinventing Government (including campaign and lobbying reform).
Reinventing government will demonstrate that you won't settle for busi-

" ness as usual in Washington. That is critical to sustaining any real
momentum for the Clinton Revolution. If we can’t fix government so
ordinary people believe it works for them, we cannot expect them to sup-

..~ port new government initiatives, no matter how attractive those initia-
tives may seem to us.

¢  Ending Welfare as We Know It. Fundamental welfare reform wiil
demonstrate 10 all who still doubt it that you have the courage to change,
No program symbolizes the failure of the old Democratic approaches
more than the welfare mess. Taking on the battle for time-limited welfare
- and make no mistake, it will be a battle - is the right thing to do for our
country, and will put you and the new Democratic Party on the side of
work, family, and personal responsibility once and for all.

. High School Based Youth Apprenticeship. Nothing is more essential to
the American promise of opportunity for all Americans ~ and particularly
those living in the inner city — than creating an upward mobility track
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for the half of our young people who don’t go on to college. A school-
based youth apprenticeship program is the best way to create that rack.

. Community Policing (100,000 new cops on the street). Restoring safety
in our neighborhoods is ¢ritical to fostering & new sense of community in
our country. Making community policing one of your signature ideas is
not only the right thing to do but it would also signal your willingness to
put your mark on an issue that too many Democrats have ducked in the
past.

These five ideas — individually or taken together ~ can be the heart and soul of
an.agenda to change not only the government, but the country. They are progressive
ideas that reinforce mainstream values and promote non-bureaucratic approaches to
govemning. That's a formula that should command broad and diverse public support.

Moreover, these ideas can have enormous impact almost immediately without
breaking the bank. Vision is cheap, and it's exactly what we need. After 12 years of
Republican rule, you are taking over not only a government that is deep in debt, but a.
nation that is largely untapped in spirit.

Strategic Timetable

We propose that, over the next five weeks, we concentrate our e&ezts on devel-
oping and building support for the signature ideas. Each of them — and the policy
choices they pose for you — will be explained in detail in the materials that follow this
memorandum. ~

’ Qur goal is to prepare legislation and executive orders on your signature ideas
ready for introduction and/or action by Inauguration Day. Obviously, time is short,
but we propose the following timetable for meeting that goal:

1. The materials attached to this memorandum contain the major poticy deci-
sions you need to make before we can start drafting. We hope you can review these
materials during the next two weeks, and sit down with us to discuss your decisions.
--We hope you can make the major decisions necessary to begin the drafting process by
the close of business January 5.

2. ‘Research and drafting of likely executive orders has already begun and that
will continue to proceed expeditiously.

3. In early January, we will launch an extensive consultation process with key
constituencies and on the Hill. Our goal'is to have most of the key players bought in at
the beginning. That's not likely to happen in every case, but making the effort to make
it happen will pay dividends down the road. Part of that consultation process will
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include idaanti}}ﬁng Members and Senators to introduce your legislation as soon as you
send it up.

. 4. By January 20, we hope to have legislation ready to be sent to the Hill so that
your proposals can frame the debate. (The one exception may be welfare reform,
where, at the very least, we want to have a proposal on which we can begin negotia-
tions with the governors.}

In addition to developing the signature ideas, we will have ready for your early
action a number of executive orders on topics ranging from abortion to reinventing
government. You will also need to decide which good ideas left over from the last
Congress - items like the family leave, the crime bill, and the motor voter bill — you
want to get behind early. You support most of these proposals, and they will pass easi-
ly. Finally, you will need to decide what to do about other initiatives you may support
— like the Freedom of Choice Act and the Equal Remedies Act — but which for now, at
least, loom as potential legislative quagmires that could swallow up political capital
. yournay need elsewhere,

. Strategic Considerations
A few central strategic considerations have guided our recommendations:

First, as President, you’ll be judged ort your performance and what you stand
for. Nothing else is as important. Daily press spin, which was so important during the
campaign, matters much less when you're President. Substance matters a great deal;
style and process matter much less. If you perform well as President, you'll do just fine
with the press and especially with the voters; if you don’t, no amount of spin will con-
vince the public to support you. -Re-election campaigns are referendums on the perfor-
mance of the incumbent. Ask George Bush — and Jimmy Carter. Both performed
poorly and got about 40 percent of the vote.

_-Second, what you stand for matters because it can be an insurance policy when
things go wrong,. If voters believe you stand for values they care about, they’ll give you
the benefit of the doubt in bad times. That's why, you need to push definitional ideas
like national service and welfare reform, so from the outset voters will know you stand
for mainstream values like work, opportunity, responsibility, and community. Reagan
let the people know what he stood for in his first year, and in 1982, his losses in
Congress were half what they should have been given economic conditions. Because
no one knew what they stood for, Carter and Bush collapsed when the economy turned
bad. In 1568, Democrats lost on the values issues even with a good economy.

Third, every President says something during his campaign that comes back tu
haunt him when he seeks re-election. For Carter it was the misery index; for Bush it
was “Read my lips.” Your promise to take on permanent welfare could be your alba-
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tross if you don’t make it happen. Permanent welfare will be very difficult to change —
substantively and politicaily. Already some interest groups are lining up against mak-
ing welfare recipients work. But welfare is the symbol of three decades of failure on the
left and the right, and in your campaign, two-year welfare was the cornerstone of your
argument that you are a different kind of Democrat. You need to make a major effort to
implement it, lest you undermine a key promise of your campaign.

Fourth, you need to take on the tough issues first. That not only applies to the
budget, but to issues like welfare, reinventing government, and national service as well,
where resistance is likely to be greatest. There are three reasons for that: (a) you are

likely to have more political capital at the outset than at any other time. And, after a
- few months, that capital tends to dissipate whether you use it or not. (b) Congress
never likes to do tough things -— that’s why they’ll want a stimulus package and be
wary of deficit reduction — and after the first year, you're into their re-election year.
- Then after the mid-term election, you're into your re-election cycle. So year one is best
for tough things. (c) If you wind up taking political hits to get something tough done,
your policies have three years to prove their merit and you have three years to recover
politically. -

Fifth, dealing with Congress will always be more difficult than it appears. After
a victory like yours, virtually everyone on the Hill says he wants to do what you want
to do. But members — and particularly committee chairs — have their own way of
doing business that may or may not be compatible with your agenda. It is critically
important from the outset to convince committee chairs that your agenda is really their
agenda, not the other way around.

Finally, your role as leader of the country is more important that your role as
leader of the government. Presidents who understood that — like Roosevelt and
Reagan — have been successful. Presidents who didn’t — like Carter and Bush —

- failed.

Sometxme durmg your Presidency, you're going to have to call upon the
American people to trust your judgment to do what you think is right. When that time
comes, they won't be thinking about what kind of health care proposal you settled on,
-or whether you chose short-term stimulus or not. What will matter to them is what
kind of country you want and what you believe in.

In the coming weeks, many will advise you to cut your losses, make the easy
choices, and settle for the possible and the popular rather than what you really want. |
Remember what you told us during the campaign: no President has ever changed our .
history for the better without chailenging the American people to live up to higher
standards and a higher ideal.

As you once said, we are not out just to change the Democratic Party or even to
change the government. The Clinton Revolution must change America.
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NATIONAL SERVICE

~“We never create energy; we only release it.”
—Peter Drucker

National service was perhaps the signature idea of your campaign. No proposal
evoked wider or more enthusiastic reaction than linking national service to broadened
access to education, training, and opportunity. In Putting People First, you proposed to:

Maintain the Pell grant program, scrap the existing student loan program,
and establish a National Service Trust Fund to guarantee every American
who wants a college education the means to obtain one. Those who bor-
row from the Fund will pay it back either as a small percentage of their
income over time, or through community service as teachers, law enforce-
ment officers, health care workers, or peer counselors helping kids stay off
drugs and in school.

As you envision it, national service would szmaitazwously ﬁﬁ&dﬂn&pﬁﬂm'
for education, fraining, and economic empowerment, gmiphasi '
bility to give something back for this increased opportunity, and hnﬂmumm by
bringing people together to address urgent national needs. In the process, national ser-
vice can revitalize the civic spirit without which our democracy cannot flourish.

This last point deserves special emphasis. Through national service, we seek
nothing less than to transform our society—renewing the link between respons:bzi}tzes
and rights and leavening individual freedoms with the understanding that in the long
run we tise or fall together. We hear much today about social diversity, and, appropri-
ately, we celebrate it. But we also need civic unity, and national service can help pro-
vide it. As we learned during the public programs of the New Deal, in World War II,
and in every great national endeavor, the surest basis of community is shared experi-
ence. By bringing us together across racial, ethnic and class lines, national service can
provide such an experience, making our differences a source of strength rather than
division.

Creating a new national service program is also a prime opportunity to reinvent
government. Whenever possible, our system should employ incentives rather than
commands and regulations, invest in good management, build on success, and draw on
grassroots energy and initiative. »

This chapter explores how to tumn this popular concept into a concrete program
and lays out options for you in a handful of key areas, The early sections of this chap-
ter focus on options and recommendations for a national service system; the later sec
tions discuss technical and policy issues regarding student loans.



POLITICAL BACKGROUND |

Any proposal for national service/universal education access will spark intense
debate in Congress and among the American people. The discussion will take place
against the backdrop of the recent debate over the Nunn-McCurdy national service bill
that began early in 1989 and lasted for more than a year.

History makes clear that the more radically a national service/universal access
bill departs from the status quo, the more those with an interest in the status quo will
seek to thwart change, This is especially true for the structure and conditions of higher
education finance, but also for the scope and shape of service opportunities. Building
broad support for the fundamental changes you have pwposed will require difficult

-Bignificant changes have taken place since 1989, The provisions of the Nunn-

McCurdy bill that stirred the greatast controversy — eliminating Pell grants and moving
swiftly to make service a condition for all types of student assistance - are not under

consideration. Also, some of your proposals, including direct lending demonstrations, |

tncome-contingent repayment, authorization for IRS involvement int collection, and uni-
versal (albeit unsubsidized) loan availability were included in the 1982 Higher
Education Reauthorization amendments.

- At the same time, several key participants in the debate have shifted toward
common ground. The higher education community is prepared to acknowledge that

. service can be a basis for differential benefits — that those who serve should get more

than those who don’t. And the service community is prepared to acknowiedge that the
prime {though not exclusive) focus of new initiatives for 1993 can be full-time, compen-
sated service extending over a considerable length of time. In short, circumstances may
have created a promising foundation for meaningful consensus, a foundation on which
energetic, skillful presidential leadership can build to resolve remaining differences,

. 8till, significant problems remain. Public employee unions are skittish at best
about a significant national service program, as are the principal teachers unions.
Banks, state-based guarantee organizations, and the Student Loan Marketing
Association (Sallie Mae) are hostile to a significant expansion of direct loans. As
:Senator Nunn points out, the views of the Armed Services are still important, though
the winding down of the Cold War may have made them somewhat less worried about
the impact of civilian service on military recruitment,

The bottom line is that while we have made every effort to consult widely and
take divergent views into account, we will need to organize extensive further consulta-

tions on whatever draft service/loan pmgram you endorse as the basis for public dis-

cussion,

. .
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One final point: Across the political spectrum, those with whom we consulted
wamed fervently against repeating the fiascoes of programs of the 1960s, and of public
sector jobs programs of the late 1970s. National service must be (and be seen to be)
meaningful work (rather than make-work) meeting true public needs (rather than con- .
troversial advocacy causes). While these considerations argue for significant central-
~ oversight in the selection and monitoring of service that qualifies under the program,
the need for serious quality control must be balanced by the need to maximize local
energy, innovation, and public entrepreneurship.

EXISTING PROGRAMS

+ The Clinton national service proposals will not be painting on a blank canvas.
Existing programs, federal and non-federal, can help provide the foundation for a
national service systemn. Federal programs include: )

The National and Community Service Act (NCSA). This landmark legislation,

initiated by Senate Democrats and enacted in 1590, funds full- and part-time ser-

vice programs run by schools, colleges, local and state goverrunent, and non-.
profit organizations. The Act also includes funding for programs that may serve

as models for large-scale national service.

VISTA. Established as a Great Society program in the 1960s, VISTA currently
engages more than 3,000 adults in ful}-tzme service through community-based

organizations each year.

Peace Corps. The hallmark of the Kennedy Administration, the Peace Corps
currently supports 6,000 adults in service to developing countries and fledgling
democracies around the world.

Older American Volunteer Programs., Created in the 1960s and early 1970s, the

OAVP programs include Foster Grandparents, Senjor Companions, and the
Retired Sendor Volunteer Program.

Non-federal programs, many of which are supported by the NCS4, include:

State and Local Youth Corps. Based on the Civilian Conservation Corps of the
1930s, youth corps have made a comeback in the last decade, providing full-time
and summer service opportunities for more than 25,000 youth aged 15 to 24 each
year.

Schoot- and Campus-based Programs. During the 1980s and 1990s, schools and
colleges across the country greatly expanded programs for millions of students
to become engaged in service as part of the educational process or through
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extracurricular activities,

Programs Run by Youth Organizations. Community-based youth organiza-
tions, such as YMCAs, Girl Scouts, and 4-H, provide significant service opportu-
nities for school-age youth after school and during the summer.

‘National, regional, and state non-profit organizations have provided technical
support and leadership to the national and community service field over the last
decade and should be an important resource for the Clinton National Service system,

A NEw NATIONAL SERVICE SYSTEM:
OPTIONS AND PROPOSALS

In the following pages, we lay out the basic questions that will shape your
national service proposal. We recommend a system that encourages flexibility and

innovation, and gives young people who want io serve their country as many choices |

as possible: a program which is open to pre-college, post-college, and non-college-
bound youth; which lets people serve in local, state or national corps, non-profits, or
other positions that do not displace workers but do meet unmet public needs; and
which is as decentralized as it can be without running amok. We believe the program
should give those who serve an opportunity voucher worth $10,000 per year of service
and a small stipend on which to live. We suggest expanding the program gradually to
100,000 slots by 1996, which will cost approximately $2 billion at that level.

This section focuses on decisions needed to implement the national service sys-
tem. .

Who is eligible?
" We recommend three categories of eligible participants:

1) Post-college: Any individual who has taken out either & subsidized or
unsubsidized student loan may seek a service placement qualifying for loan forgiveness
{and in some cases other opportunities, discussed below). DBased on the existing loan
programs, this would include students at community colleges, four-year colleges, and
trade schools (proprietary schools}). ‘

2} Pre-college: Any young person who meets the entrance requirements for and
obtains a placement in an eligible program may earn an Opportunity Voucher {(a term
. we use to signify "service-related benefits”) equal to the amourt of loan forgiveness and
other benefits provided to post-college participants.

4
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3) Non-college: Because non-college-bound youth can make an important con-
tribution to meeting national needs, they should be allowed to participate on equal
terms with pre-college youth and have an equal chance o eam Opportunity Vouchers,
The program will ultimately help some members of this group go on to higher educa-
tion and training; othiers will gain skills that will help them obtain future employment;
still others will be able to make entrepreneurial investments in their own future. We
recommend that a high school diploma or the equivalent be required in order to “grad-
uate” from the program, but not to erroll,

Sen. Nunn and others have suggested that the postcollege participants would
have to be matched with clearly defined professional needs in areas such as education,
health, and public safety. Others have noted that high school non-graduates present
special challenges of administration, supervision, and program design that increase
both costs and risks. Taken together, these points suggest that most of the participants,
(say, 80 percent) should be at least high school graduates and that a relatively small
fraction (say, no more than 25 percent) would fall into the post-college category.

- What types of service will qualify participants for Oppertunity Vouchers?

- We recommend that all of the types of service discussed below be supported
through the Trust Fund, at least on a test basis, and qualify participants for Opportunity
Vouchers. This system will allow for experimentation, optimum matching of partici-

- pants with service opportunities, and maximize the program’s chances for success in
future years.

Youth Corps

Although funded primarily hy state or local sources, szth Corps programs also
receive federal support from the American Conservation and Youth Service Corps and
national service demonstration programs of the National and Community Service Act.
Most corps programs are structured to promote esprit de corps by organizing partici-
pants into supervised crews. However, some place participants in individual assign-
ments, bringing them together for joint education or other activities. While most exist-
ing corps programs involve economically and educationally disadvantaged youth,
some strive for greater diversity, which we see as critical to achieving impertmt nation-

" al objeétives.
.Youth corps have attracted widespread support for several reasons:

* their proven success with disadvantaged populations;

¢ ancillary benefits such as increased educational attainment, jobs skills develop-
ment, self-esteem, cooperation, teamwork, and community-building;

* the opportunity for leadership development for participants within the corps
structure;
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* their ability to meet local needs while generating local support.

The added benefits, attention to supervision, and support services, however,
- mean that corps programs tend to be relatively expensive {as much as $10,000 per par-
ticipant, exclusive of stipend and loan forgiveness).

This year, Congress enacted legislation for a federally run corps, which, unlike a
federally supported state or local program, requires hiring significant numbers of new
federal employees. A federal corps, however, highlights national service as a Clinton
“signature” program, and could target urgent national needs highlighted by the
President. The CCC's success in the 1930s is invoked regularly (and plausibly) as a
baseline for service in the 1990s. It is surely a model worth testing—provided the feder-
ally run program does not dwarf state and local efforts.

“In addition to federally-run and federally-supported corps, state and local corps

receiving no federal funds could qualify to provide Opportunity Vouchers so long as
they meet the corps standards authorized vmiez the National and Community Service
Act. ‘

Individual Placements with Non-Profit or Other Direct Service Organizations

_ A second service option Is the placement of individual participants in programs

run by federal, state, local government or non-profit organizations. The primary differ-
ence from the corps model is that participants do not work together as teams on pro-
jects. The program would provide participants with stipends, place them in service
positions, and could offer special activities such as training, regular meetings, or other
group functions. This model works best where host organizations need additional staff
but lack the resources to pay additional full-time workers. *

An example of this type of program is VISTA. Non-profit direct service organi-
_ zations seeking a VISTA volunteer apply through their federal regional ACTION office.
Volunteers may be recruited in two ways: nationally, with an 800 number and national
placement bank, and locally, by the organization approved for a VISTA siot. The
administrative cost of this system is about $6,000 per placement. VISTA volunteers
receive a living allowance of about $7,000 a year plus health insurance and training
from the federal governinent.

A private, non-profit organization could also recruit, train, and place participants
with other non-profit agencies ~ sort of a private-sector VISTA. The federal govern-
ment might make a grant to the placement organization to cover a share of administra-
© five expenses and provide stipends (or a portion of the stipend) and health insurance
for the participants.

Alternatively, individual public and private non-profit organizations could create
placements that meet federal criteria. Such organizations might pay the full cost of the
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stipend and health insurance and absorb their own administrative costs. The cost to the
federal government other than loan forgiveness would be marginal. However, it is
unclear how many such jobs would be created, even at below market wages, if the full
costs had to be borne by the host organization.

A final model would involve placing post-college participants in schools to serve
as youth service coordinators, These individuals would assist teachers in organizing
service-leaming programs, through which elementary and secondary school students
would perform service as part of their education. Such a program could significantly
expand the number of schools providing service opportunities to younger students, It
could also be extended to college campuses and community based youth organizations.

" “Individual Placements in Regular Jobs Supported by Employers

In this model, which is most appropriate for post-college participants, the gov-
ermnment sets criteria for jobs qualifying for Opportunity Vouchers. Salaries, benefits
and costs of training and supervision are borne by the employer. Positions may be
existing jobs that are hard to fill or new positions created by the sponsor. The partici-
pant and sponsor must certify that they have met the requirements for the loan dis--
charge. These could include:

s income ceilings

swork in a specific field or for a specific type of employer (such as a non-profit
organization or a state or local governmental agency)

* jobs in certain locations (such as enterprise zones)

* hard to fill positums where there is a shortage of qualified and willing candi-
dates.

Several variations on this theme are worth considering. Although generally par-
ticipants would locate their own job placements, state or local government or non-profit
organizations could establish programs to place qualified individuals with employers
and provide recruitment, training and.a support system, as in a corps program.
" Salaries or stipends would, however, still be paid by the employer. This model works
best where there is a shortage of qualified individuals available to fill a position that is
already funded. Teach for America, which recruits, trains, and places recent college
graduates in teaching positions, and Public Allies, which recruits, trains, and places
young adults in community jobs with non-profit organizations, both at a cost of approx-
imately $6,000 per placement, are examples of non-stipend programs.

Another model is based on the ROTC system. Certain types of jobs, such as pub-
lic safety work, nursing, child care, or teaching may require specialized training that
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could be obtained dm‘mg cgllege Imimduals could be efticed into these fields. during

their first or second year of college with the promise of scholarships or enhanced loan
forgiveness. They would agree to take a specified curriculum to prepare them for their
specific career, to perform internships or other forms of service to supplement their
classroom leamning during the school year and over the summer, and work in'their spec-
ified field for a minimum number of years after graduation. The proposed Police Corps
is an example of this model, although for techrical reasons it would probably fall out-
side the scope of the National Service Trust Fund (see the Crime chapter).

This model has many adva.ntages* Salaries do not have to be paid by the federal
governunent, thereby lowering the per placement cost. Administrative costs are also
lower than under other program options. Large numbers of individuals may partici-

pate if they are able to find suitable qualifying employers. Such a program carthelp fill .

jobs in geographic areas {remote rural communities, urban enterprise zones) or career

fields where it is difficult to find willing and qualified workers. By using programs to -

place individuals (as in the Teach for America and ROTC models described above),
many of the benefits of corps-type service can be realized.

This model has some drawbacks as well.. It is effective if there is a shortage of |

_workers in a particular profession or jurisdiction, but not if there is a shortage of funds
to pay those workers. It is difficult to design a list of qualifying jobs that does not create
inequities by excluding similar jobs or that would not, if implemented on a large scale,
create incentives for individuals to leave one type of socially useful employer for anoth-
er that qualifies. If qualifying jobs are limited by salary, the program may depress
wages for other workers. If a programmatic approach is taken, it may be unfair to
reward with loan cancellation a participant in, for exampie, Teach for America, but not
the comparable teacher down the hall. There is also significant potential for fraud and
abuse without significant federal oversight of placements. There would need to be strict
job nondisplacement requirements and a regulatory system to approve placements.

Public Service Entreprencurs

"A'limited number of particularly talented young people may seek to design their
own placements - perhaps starting new organizations, conducting independent pro-
jects, or filling needs in their community that they themselves identify. This model fos-
ters innovation and allows talerited youth to put their best ideas into practice. These
individuals should be supported because they hold particular promise as future leaders.

On the other hand, a significant risk of fraud and abuse is inherent in this model.

Young entrepreners may need to be supported through a programmatic structure that

provides advice and technical assistance. For reasons of risk and administrative cost,
only a limited number of placements should be made in this category.

Must service be full-time? Would part-time service q::::!ify?
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While most qualifying slots would be full-time, part-time programs should also
be eligible, particularly to accommodate non-traditional older students whose family
responsibilities may otherwise preclude them from opting for service. (While an analo-
gy is often drawn bétween full-time service and the GI bill, part-time service might be
seen as a civilian version of the military National Guard /Reserve structure.) Benefits
earned would be scaled to the fraction of full-time service performed, with some mini-
mum threshold {(say, one-sixth time, the equivalent of two full months) each year. The
National and Community Service Act already supports several model part-time pro-
grams in which participants receive education scholarships or loan forgiveness in
exchange for a minimum number of hours of service,

‘Will the system be decentralized or will it be run by the federal
government? .

We recommend that the National Service system be decentralized, with impor-
tant roles played by national non-profit organizations and state and kxal programs.
While 2 federally-run system might provide a common experience for all participants,
its disadvantages include: a large federal bureaucracy; interference with state and local
efforts to build community-based programs; high costs; impediments to flexibility and

-innovation; and lack of community control. By contrast, a well-designed decentralized
system would encourage public/private partnerships, leverage federal dollars with
those from state and local sources, build on expertise within the fleld, erable young
peupie with diverse needs and interests to be matched with optimum piacements mini-
mize federal bureaucracy, allow the local community to take the lead in setting most
priorities, and provide for maximum innovation. As we suggested earlier, a decentral-
ized system would require vigorous federal and state monitoring to guard against
fraud and abuse and enhance quality control,

Under this decentralized cooperative model, the federal government would do a
fair amount of steering but very little rowing. Federal level activities would include:
establishing broad policy directions and general standards for eligible programs;
administering the National Service Trust Fund; allocating (through agreed formulae}
NSTF program slots to the states; seimg key national and local programs andd inter-
mediaries for the remaining slots; serving as a clearinghouse for service information
and program evaluation; disseminating the federal share of program-related costs;
backstopping state fraud and abuse prevention through a strong Inspector General;
" running & federal corps (of some as yet undetermined size}; and exploring innovative
ways of establishing a common consciousness and esprit de corps among thousands of
local service programs. One possibility for accomplishing this would be a standardized
initial training (boot camp) for all service participants, run by the National Guard, com-
bined with a national logo and meetings bringing together representatives of different
groups to share experiences and prescriptions for success.
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.. Atthe state level, each governor would designate a lead agency to receive feder-
al funds, certify programs as eligible for NSTF slots, serve as the first line of defense
against fraud and abuse, and preside over the formation of representative local national
service councils. The local councils would serve as principal agents for the recruitment
and placement of volunteers. (Not all volunteers would be local, however. For discus-
sion of the ensuing complications in matching volunteers and slots, see below.) These
same councils could serve to help place AFDC recipients in community service jobs, as
described in the Welfare Reform chapter.

With regard to certification of positions, it might be argued that a central role for
state governments could increase the risk of political competition for designation and
restrict opportunities in some states. Given these potential problems, two other possi-
bilities should be noted. The centralizing option, federal designation of all positions,
would standardize opportunities for participants from different areas and facilitate the

use of volunteers by national non-governmental organizations, but at the cost of

spawning federal bureaucracy, minimizing local control, and diminishing experimenta-
tion.

By contrast, the radical decentralizing option would grant presumptive -

approval to all 501(c)(3) orgarizations and govertunent agencies as potential employers.
This would create the broadest market of potential employers, maximize participant
choice, and minimize bureaucracy. At the same time, this procedure would incur the
greatest risk of poor supervision and use of participants, and produce the most prob-
lems monitoring quality and type of work.

What services would be performed?

A Ford Foundation study in 1986 identified 3.5 million labor-intensive communi-
ty service jobs that could be filled by people in nationad service. We suggest that service
in any of the following areas qualify: human service (including child care, health care,
services for the elderly); education; public safety; and the environment. In most cases,
except in service-specific models discussed below, priorities would be determined by
the local community.

Examples of service-specific models rx{ay include:

« Public Safety Corps, in which service volunteers work in the areas of
drug education, mediation, and crime prevention.

* Public Health Corps, in which service volunteers work in community
health centers and in outreach programs for pregnant women and shut—m
elderly citizens.

¢ Earth Corps, in which service volunteers help preserve and protect the
urban and rural environment, e.g., by assisting in understaffed recycling
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programs.

* School-age Child Care, in which older students staff after-school and
summer programs for younger students reqmnng supervision while their
parents work:

* Youthbuild, in which out-of-school youth leam building trades while
they build or renovate housing for the homeless.

Examples of broad-based service programs include:

¢ Youth Service Corps, in which a variety of community projects are
- undertaken,

* School-age Service Programs, in which college graduates organize
school-age children to participate in a variety of service activities.

Prohiliited types of service should include: religious activities (although nonsec-
tarian service in religious organizations would be permitted); activities to promote or-
deter union organizing; and activities directly connected with partisan politics or with
the objectives of advocacy groups.

How much will service be worth?
 Two basic options are represented by legislation already on the books.

+A. Fixed amount. This is the approach taken by the National and Community Service
Act, which provides full-time volunteers roughly $5,000 ins scholarship funds per year
of service.

. .% Advantages: simplicity; ability o control costs (because the cost per individual
would not vary); and provision of eqnai benefits to those performing equal
work. :

* Disadvantage: individuals with a great deal of debt must work longer than
P .‘.these with smaller loans to pay them back. :

B. Pemmtage of total loan debt This is the approach taken under exxsting federal

- loan forgiveness programs, which provxde that 15% of the loan is forgiven in each of the

first and second years of service, 20% in each of the third and fourth years, and 30% in
the fifth year,

* Advantage: individuals with different amounts of debt work the same number
of years to wipe out their debt.
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+ Disadoantage: it would be difficuit to estimate costs from year to year, since
each year of service would be worth a different amount for each individual.

On balance, the advantages of the fixed-amount approach appear decisive, and
the disadvantage can be counteracted by setting the benefit high enough so that all but

the most indebted students can discharge their Joan obligation through two years of
service.

While some advisors believe that the existing NCSA level of $5000/year is about
right, most believe that it is much too low and ought to be doubled, to $10,000/ year.
(For example, the co-directors of City Year are strongly of this view.} A $10,000/year
figure would enable national service sponsors to tell pre—college youth: “Serve your
country for two years and you'll be able to go to the public college or university of your
choice and graduate debt-free.” This is the figure your campaign used. It would aiso
give incentives to graduates of elite institutions to reduce their debt significantly
through service rather than automatically selecting income-contingent repayment.

There are four arguments against the higher figure that are worth considering.

First, when combined with subsistence stipends and other benefits, the larger voucher
would produce a total package larger than most comparable work performed outside
the service system,

Second, the larger voucher exceeds the education and training benefits earned.

through military service. Under the Montgomery GI bill, for example, members of the
military with two-year contracts earn benefits of $7800 {$3900 per year). The Army
College Fund (ACF), which limits partmzpatlon in various ways, provides an additional
$8000 for two years of service. The maximum available to two-year members of the
military is thus $15,800. The higher Opportunity Vouchet figure might collide with the

recruiting requirements of the ACE This issue must be carefully expk;ned with senior

representatives of the armed forces.

Third, many voluntary service advocates believe that at some ievel the provision
of material rewards in return for service may. undermine rather than build the ethic of

service. While it is difficult to quantify or test this concern, it should be taken into
- account.

Finally, the higher figure would add significantly to the overall cost of the
national service program~-roughly $500 million per 100,000 participants.

Whatever figure is eventually selected for the Opportunity Voucher, its benefits

should be non-taxable, and the legislative language should make this clear to avoid
endless battles with the IRS,
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Should service qualify individuals for post-service benefits other than edu-
cationftraining loan forgiveness? -

There is less than full consensus on this question. Some advisors believe that the
use of post-service benefits ought to be restricted to education and job training (includ-
ing apprenticeships}). Others take the view that the benefits should also be usable as
training and internship vouchers payable to employers, as down payments for first-
time homebuyers, and as seed capital to set up small businesses. Senator Mikulski is
strangly in the second camp: she believes that pre-college Opportunity Vouchers ought
to be usable for a wide range of opportunity-enhancing investments,

We favor the second option. For some young people, home ownership and small
business entrepreneurship may represent the best next step up the ladder of opportuni-
ty; we should not be making their decisions for them.

We believe that a similar (though not.identical} principle should govern benef;ts
earned through post-college service. While the benefits should first be applied against
outstanding loans, individuals should be allowed to retain any surpius and use it for a
range of purposes roughly equivatent to those of the pre-college Opportunity Vouchers.

In addition to Opportunity Vouchers, what paymentsibenefits should be
provided to participants in the service system?

It would of course be possible to pmvide no additional support beyond
Opportunity Vouchers. This would economize on outlays, b;zt at the cost of greatly
restricting participation,

-Stipends, at least reaching subsistence levels, will be necessary to encourage par-
ticipation. Stipends in existing programs include $100 2 week (City Year), the poverty
line (VISTA), and the minimum wage (Wisconsin Conservation Corps}. The actual
value of the stipend will vary depending on whether the sfzpend is taxable and whether
it will affect a family’s means tested benefits.

- Other possible program-related costs indude:
: 0, providing health care benefits ($1000/ year)

* forgiving interest on outstanding education loans while serving
($625/year)

s providing child care assistance to make participation more feasible for
custodial parents (an average of $1250 per position/year).
These program-related costs are prime candidates for state/local/private cost-
sharing, discussed below.
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How many slots will be available?

At first glance, it might seem most appropriate to esi;ablish national service as an
entitlement: anyone who wants to serve should have the chance to do 5o on fair terms,
- But the moral appeal of this approach is overwhelmed by its practical disadvantages: it
would make needed planning impassible; costs could go through the roof; and if high-
end projections of demand materialize, the administrative infrastructure at every level
could be swamped. For these and related reasons, there seems to be no altermative to a
federal-level determination of the number of full-time-equivalent slots available each
year. .
In determining this number, three variables are critical: total funds available;
capacity to locate, and match individuals with, meaningful work; and rate of program
expansion. At an eamed benefit (Opportunity Voucher} level of §10,000/year, our

estimates suggest program costs of about $2.3 billion per 100,000 full-time partici- _

pants. . A program involving 250,000 would thus cost about $5.8 billion. I states and
localities (including the private sector) were challenged to put up 25 percent of program
costs, a program of this size would require federal outlays of about $4.9 billion annual-
ly; a program of 100,000 would require annual outlays of slightly less than $2 billion.

As for the absorption capacity of the overall system, it's hard to be suxe; but
recall that altogether, VISTA, the Peace Corps, and state/local youth corps provide
fewer than 35,000 full-time slots. An increment of even 100,000 would represent 2 huge
jolt; building up to 100,000 over (say) four years would mean adding nearly the equiva-
lent of today’s full-time service opportunities in each of those years. A buildup to

250,000 over four years would mean an increment of more than twice the current level
* of activity in each of four years.

Putting everything together, we draw the following tentative conclusion: an
increment of 100,000 by the end of FY 1937 would be enough to make a significant and
visible difference, while an increment of 250,000 by FY 1997 probably represents the
limit of what is fiscally and administratively possible.

Of course, this is all on the supply side. Given the program parameters, we have

© no way of knowing in advance whether enough people will avail themselves of these -

new opportunities o serve. We should not allow ourselves to be bewitched by our own
thetoric about the revival of civic spirit; if your economic growth program works as we
all hope, we may find ourselves competing against increasingly atiractive pxzvata sector
opportunities.

How will slots be allocated and participants matched with slots?

While much of the task of allocating slots and matching participants would be
handled by local councils, two problems would semain. First, the number of individu-
als seeking service opportunities might exceed the number of available slots. Second,
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with a decentralized service option and individuals from across the country seeking a
limited number of positions, some system would be needed to match students and
positions across jurisdictional lines.

¢ There are a number of options for dealing with an imbalance between slots
and service-seekers. Slots could be allocated on a competitive basis.
Altematively, service-seekers meeting basic qualifications could be selected on a
first-come first-served basis or through a random lottery. (There’s no necessity
to make a one-size-fits-all choice among these options; it ought to be possible,
within limits, to take local and programmatic differences into account.) If there
were an effort to preserve a certain ratio between post-college and pre- or non-
collegre servers, a separate pool would have to be established for post-college ser-
vice-seekers

* To deal with placements across jurisdictional lines, programs and employers
with certified positions might be listed on a national database that could be
accessed by students seeking placements. Individuals seeking placements could
put their resumes into the database along with any preferences (type of service,
location, etc.} so that organizations across the country could locate qualified -
applicants. Vigorous local recruiting would likely provide a steady stream of
individuals from the communities in which service would be performed. If slots
are in short supply, this system would reward individuals who are particularly
eager to serve and therefore make the effort to contact a broad range of organiza-
tions.

How can we guard against dispiacament of paid workers?

An importani premise of the program is that participants will provide needed

erwise be provided. This will not be the case if paid work-

ers lose thear ;obs to the vahmfaers Tn order to protect paid workers, the anh-dmpiaz:e-
ment provisions of the National and Community Service Act should be incorporated in
any new legislation. Further, potential for displacement of paid workers should be a

- primary consideration in the determination of which positions qualify for.Joan forgive-
ness. ‘

OTHER KEY SERVICE PROGRAMS

While the proposed National Service Trust Fund emphasizes full-time service by
young people 18 to 25 years of age, we recognize that service to our country stretches
over an entire lifetime. We celebrate initiatives in every part of our society that promote

the ideal of lifetime service. And we believe that with only modest additional resources
but extensive use of the Bully Pulpit, you could help furn this ideal inta reality.
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L S::haal-age and College Youth

The National Education Goals recognize the importance of community service
participation as a means of achieving the citizenship goal. Participation of elementary
and secondary school-age children in these programs will not only lay the groundwork

. for future participation in community service, but will pay additional dividends by

+ Teaching young people from the earliest grades that they have the power to
make & difference in their communities and a responsibility as citizens to do so;

s Improving student achievement by making learning meaningful and reengag-
ing students turned off by traditional teaching methods;

+ Increasing young people’s connection to their communities, thereby reducing.

7. antisocial behavior such as drug use and crime;

*+ Providing many hours of needed services at minimal cost; and

* Helping young people develop self-esteem and skills of teamwork, leader-

ship, and problem-solving,

The existing federal program that supports service by school-age youth is
“Serve-America,” part of the National and Community Service Act. Federal funding
for service by college students is provided through “Higher Education Innovative
Projects,” also authorized under the Act, and the “College Work Study Program.”
Because these programs are part-time and generally do not provide stipends for the
young volunteers, they are relatively low-cost.

Participation in these programs would generally not qualify students for loan
forgiveness. However, these programs could provide placements for up to 25,000 fuil-
time national service partzmpants who would help organize the younger students in
: &ennce activities.

~ The National Commission estimates that with relatively modest annual appro-
priations ($60 million in FY 1994, $105 million in FY 1995, and $150 million in FY 1996),
meaningful and well-run service programs could be established in more than 50 per-
cent of America’s public schools by the end of 1996.

It could be argued, however, that these activities are primarily a state and local
function. For example, Maryland recently imposed a service requirement for high
school graduation. At the very least, you could challenge every other state to follow
Maryland’s lead and (as Sen. Mikulski has suggested) find a way of rewarding states
that do 5o with what she calls a “Good Guy bonus.”
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in a similar vein, the Commission estimates that a total appropriation of $100
mitlion ($20 million in FY 1954, $30 million in FY 1995, and $50 million in FY 1996)
would suffice to create service programs on over two-thirds of all college campuses.
Here again, others might argue that this is principally a non-federal responsibility; after
all, of 3,500 universities, 650 have such programs already. You could vigorously
encourage the rest to follow suit. A visit to an outstanding campus-based service pro-
gram, such as Rutgers University’s Civic Education and Community Service Program,
would be an excellent way of dramatizing his concemn.

We recommend the Bully Pulpit rather than any major funding commitments to
school-based service at this time, until your overall national service program is up and
running and its funding base is secure.

* Older American Volunteer Programs

Given the growing number of older citizens and their increasing expected life-
span, retirees are an important resource for communities. The three Older American
Volunteer Programs, now administered by the ACTION agency, should be expanded
and additional opportunities created for this older population. In addition, intergener-
ational components should be mmrporated into many of the youth—taxgetéd programs
discussed above, For example, seniors could help staff the local service councils
(described above) that help locate service opportunities and match slots with volun-
teers.

“OPTIONS FOR FEDERAL ADMINISTRATIVE STRUCTURES

The issue of a federal structure for administration of the National Service system
remains unsettled and contenticus. There is consensus on two points, however:

1. The White House Office of National Service, now led by a Director with the rank of
- Assistant to the President, can help promote vital interagency coordination, draft legis-
lation, and keep national service high on the President’s agenda. Notwithstanding the
proposed White House staff reduction, this position should be retained for an individ-
ual who enjoys the confidence of the President and of the key elements of the national
.service community.

2. Rather than an existing department already charged with a mission other than ser-
vice (such as the Education, Labor, or Defense departments), the lead national service
agency should be one whose purpose is service itself,

Three federal agendes now administer the major federal service programs: the
Comardssion on National and Comununity Service, ACTION , and the Peace Corps.
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The Commission, which is governed by a 21-member board of directors appoint-
ed by the President, administers the National and Community Service Act programs.
Designed to be a small, non-bureaucratic agency {currently it has only 17 employees to
administer $75 million in programs), the Comumission has no field structure, working
instead through state lead agencies identified by governors. Created by Democratic
legislation in 1990, the Commission has been characterized by innovation and a close
working relationship with the field. Although the Board is currently composed of indi-
viduals appointed by President Bush, members are eager to work with you. There are
currently five openings on the Board, with an additional seven positions opening up in
September. Therefore, within the year, you can appoint an effective majority of Board
members.

-ACTION was created in 1971 to administer federal volunteer service programs,

In recent years, it has suffered under poor political leadership and a demoralized civil

service staff. Currently ACTION employs over 400 people to run VISTA and the Older
American Volunteer Programs. It has a regional and state field structure,

The Peace Corps has a relatively small regional field structure within the United

States. Because the Peace Corps deals with overseas rather than domestic service, we |

" have ruled out including it in any reorganization.

The following are the principal structural options for the lead national service
agency:

Option 1: The service aspects of the National Service Trust Fund could be
administered by a single entity created by folding ACTION into the Commission on
National and Conununity Service and making modifications-to the Commission’s gov-
ernance structure to allow for greater operational strength and Presidential control. This
agency would not necessarily be a “commission”; it could be a corporation along the

lines of the original Nunn-McCurdy proposal, or an agency along the lines of EPA.

"% Advantages: Building on a small, non-bureaucratic group known for innova-
“tion would create a good precedent for reinventing government, The
Commission’s primary experience is in the field of youth service, also the target
of the Clinton national service system. Because the agency is still relatively new,
it could be easily reshaped to fit the new system. The Commission works well
with the field, including the state and local programs likely to play a major role
in the new system, and has developed a good system for drawing on the techni-
cal expertise of individuals in the private sector. It enjoys strong support in
Congress.

» Disadvéntageé: The Commission is new and has ;aiaﬁveiy limited experience,
Absorbing the ACTION programs would require a major expansion of the
agency. The Commission has little experience with senior volunteer programs
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and those involving individual placements,

Option 2: In order to give the service programs better coordination and visibili-
ty, the two federal agencies that administer the major domestic service programs could
be loosely federated as “sister agencies” with ACTION charged with administering
VISTA and the Older American Volunteer Programs and certifying individual place-
ments, and the Commission charged with supporting the National and Community
Service Act programs, new programs specially targeted on post-college youth, and cer-
tifying programs. An individual who is both a good administrator and a national
leader with service program experience would be appointed to head ACTION.
Vacancies on the Commission board would be filled by individuals with knowledge of
.the service field, including young people who have participated in service programs,
The ACTION field structure would be retained, and would be charged with national
recruitment for the loan forgiveness program, as well as VISTA. Both agencies sheuid
coordinate closely with the Peace Corps, particularly on recruitment.

* Advantages: This would allow time for planning and guick start up of pro-
grams; recrganization could take place at any time in the future. It could pre-
serve the positive aspects of both agencies. :

* Disadvantages: Coordination of functions between two agencies could be diffi-
cult, In the worst case, it could preserve the negaﬁve aspects of both agencies.

Option 3: Fold the Commission into ACTION. Under this option, the
Commission board would be eliminated or placed under the Director of ACTION, and
ACTION would run the National Service system.

. Adﬁanészges: ACTION has long experience with domestic service programs
and its negicnal and state offices could be an asset. It is Presidentially controlled
and has experience with individual piaoements through VISTA and with senior

volunteer programs.

',Js‘ ﬁzsadzmntages ACTION is an old-style bureaucracy, heavy on federal person-
1 | nel with a history of resistance to change. It has been subject to the political
winds and has been a dumping ground for unqualified political appcintees who
--have driven out many good civil servants. It also has very little experience with
youth service programs; when the Commission was created, Congress explicitly
decided not to put the new programs in the ACTION agency for these reasons.

Option 4: Merge the two agenci&ﬁ into a single néw agency

* Advantages: This could be a visible way to show the President is serious about
elevating national service on the national agenda. It would bulld on the exper-
tise of both agencies while allowing the President to eliminate a federal agency,
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thereby meéesﬂy reduczng bureaucracy.

» Disadvantages: Slow start-up. The Conunission was :ntended to be this new
agency, one which could expand when Congress and the President were willing
to put new resources into service,

Option 5: Scrap both existing agencies and create a new one. .

¢ Advantages: As with Option 4, this would be a visible way to elevate service.

* Disadvantages: This would mean an even slower start-up, and it would risk
losing the accumulated experience of both ACTION and the Commission.

_On balance, we believe that the Commission has been an entrepreneurial success,

story and that we ought to build on its strengths. The point is not to reinvent success,
but to replicate it. We favor Option 1, with serious attention to the legal and structural
changes the Commission would require to handle greatly enhanced responsibilities and
to respond to presidential directives.

Whichiever option is ultimately selected, the timing of your national service ini-

tiative is propitious: both the National Commission and ACTION are up for reautho-
rization in 1993. The legislative calendar thus provides the opportunity for fundamen-
tal rethinking and redesign of the administrative structure through which the federal
government seeks to steer national service. \

One of the most difficult structural issues concerns the location of the National
Service Trust Fund.” This Trust Fund is actually an amalgam of two distinct activities
* and revenue streams. On the one hand, it would administer appropriations and dis-
. bursements for Opportunity Vouchers; on the other hand (at least as conceptualized
during the campaign), it would administer appropriations and disbursements for, and
repaymezzts from, mm-mnhngmt direct loans.

“The first set of amvihes is zelatxveiy straightforward and intrinsically related to
service; the Opportunity Vouchers could (and probably should) be handled by the lead
service agency {whatever it turns out to be).

By contrast, the second set of activities raises complex questions of student loan
design and administratipn—~areas in which national service experts have very little
experierce. Some have suggested that the Department of Education should be given
the lead in this area; others note (correctly) that administrative competence within the
department is notoriously low, particularly in student loans.

One proposal for breaking this impasse would be to give some competent inter-
mediary such as Sallie Mae lead responsibility for developing efficient and effective
ways of implementing this part of the president-elect’s proposal. The President and
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CEQ of Sallie Mae has indicated his willingness to cooperate in this endeavor.

' RESTRUCTURIN'G THE NATIONAL EDUCATION
FINANCING SYSTEM

Restructuring the national education financing system is'the other major compo-
nent of your National Service Program. Your campaign proposals included:

. Replacing existing loan programs with direct federal lending to studénis;

» Making loan repayment contingent on income and collectible through the
tax system; and

. Total or partial loan forgiveness in retum for national or cotrenunity ser-
vice.

e W’é’
Current Law / m‘.r wfw““

In the Higher Education Amendments of 1992, Congress enacted a number of
programs similar to, though not as far-reaching as, your pwposais

Universal loan availability Perhaps the most important change makes loans |
universally available. Beginning October 1, 1992, students who are not judged to be
financially needy through the traditional financial aid process are nonetheless eligible
for an "unsubsidized” Stafford loan. While this loan has the same terms and conditions
as the regular Stafford loan, the government does not make interest payments. The stu-
dent must either make the payment or add the interest to the principal.

Direct lending pilot The most controversial provision (which drew a veto threat
from Bush) was a Direct Loan Demonstration Program to test the idea of taking the
banks and Sallie Mae out of the student loan business. This pilot program will use a
representative sample of schools at which the loan volume this year totals $500 million,

or about four percent of the current loan program.

Income-contingent repayment The Jaw authorized, but did not mandate, three
provisions relating to income-contingent repayment. The Secretary of Education has
discretion in designing the program, except that the law requires that loans be forgiven
after no more than 25 years, and that the new system cost less than the current system,
Implementation will require cooperation from the IRS, which resists the idea, and needs
your leadership to ensure movement toward implementation.

Loan forgiveness for community service. The 1992 amendments also include a
$10 million demonstration program in Joan forgiveness for teaching, nursing and other
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community service work.

Restructuring Loan Programs: Options and Recommendations
There are three basic options for reforming the current student loan program to

establish a comprehensive system of financing college education with national service

and income-contingent loan repayment options:

~ X Scrap the existing program completely and make income-contingent

~ repayment and national/community service camellahan available as part of a direct

lpan pwgmm;

2. Consolidate the current GSL programs and make the new repayment
options available to all borrowers; or

3. Make the new repayment options available to all borrowers, consolidate the cur-

rent GSL programs, and expand the direct loan pilot program authorized in the Higher

Education Amendments of 1992.

The third option is most realistic, both administratively and politically. A discussion
and analysis of the options follows.

Option 1: Eliminate The Current Guaranteed Loan Program.
Under the e:a.stmg GSL Program, banks make loans to students, and the federal

governunent subsidizes interest and other costs, covering defaults through state guaran-
tee agencies. This option proposes that the government make loans directly to students

- through scixwis, eliminating the confusion and cost of the banker-guaranior system.

‘I‘he pnmary arguments in favor of this option are:

1. 15 Bold, ‘Developing a new loan program would be a bold, imaginative step consis-
tent with your emphasis on change and investing in people. Revising the existing pro-
gram is unlikely to capture the public’s imagination as much as launching a new one.

2. It Saves Money. A direct loan program will save billions of dollars over five years
because of reduced subsidy costs. There may, of course, be ways to save money by
reducing the number of players in the current system, but not moving all the way to
direct lending, ‘

3. It's Right. Banks should not be making profits at the expense of students. If the fed-
eral government can run a student loan program more cheaply, it should.

4. It's Efficient. Guarantee agencies, loan servicers and collection agencies are all
22
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involved in the student loan program. Terminating the existing student loan program
would eliminate these middlemen and simplify the program.

5. H's Good for Borrowers. A direct lending system will be simpler, ending numerous

problems students currently encounter: the complexities associated with getting loans

and repaying them; servicing problems that plague even the most careful borrowers;

lenders and servicers with little administrative ability; student “defaults” because of
loan servicer mistakes causing problems in their credit records.

6. It’s Popular‘. Influential members (primarily Democrats] in both the House and the
Senate strongly favored a direct loan program in the last Congress.

Option 2: Consolidate the Loan Programs and Programs and Provide Newer Forms of
Repayment.

Achieving the goals of a National Service program may not bequiw scrapping
the currert system entirely. They may be attainable through several modifications to
the existing guarantee system:

. Consolidate the four existing loan programs into two, or possibly one,
program. -

’ Continue to provide lower-income students assistance in making interest
payments.

. For other students and parents, create a less subsidized loan program
incorporating the current LS, PLUS, and unsubsidized Stafford pro-
grams, '

. For students in community service, the government can simply make loan
payments to banks, as it does currently for loan deferment.

. For students choosing income-contingent repayment, the federal govern-
ment could either purchase the loans for collection by the IRS, or arrange
with Sallie Mae or another entity to collect paymenits based on IRS infor-

~gmation. \

The primary arguments for this option are:
1. Administrative Ability. Given that the Department of Education has not effective- |
ly administered the GSL program, better results are unlikely if it runs a direct Joan pro~
gram giving it even greater responsibilities, s

2. School Concerns. When Congress considered replacing GSL with a direct loan
23



program, smaller schools and those without significant admmzstzatwe expertise
opposed the idea, particularly historically black colleges and community colleges.
While they may be more favorable o such an idea in a Clinton Administration, they
rematn concerned about taking legal responsibility from the banks for angmatmg theJ
loans.

3. Questionable Schools. You would not want every school to be able to originate
loans in the name of the federal government, without far better monitoring than has
historically happened. Witness the number of schools in the GSL program with dubi-
ous records.

4. Political Opposition. Banks will vehemently oppose establishing a comprehensive
new program, citing possible iarm to their financial stability. [Organizations with a
stake'in the existing program -- particularly guarantee agencies d to state govern-
ments - will oppose it vociferously since direct loans would put them out of business.{
Higher education associations will be lukewarm since their memberships are split.
Student groups who favor streamlining the iaazz program don‘t have strong opinions
about direct lending,

5.  Action. Everyone is excited about the program. We want to satisfy public expec-
tations by making changes quickly. Implementing income contingent repayment and
service cancellation will be difficult enough. Trying to start a direct loan program
simultaneously will unduly complicate the task at hand.

Option 3: Combine the Consolidated GSL and Direct Loan Approaches.
This option aims to blend the previous two, establishing a National Service Trust

Fund that moves toward direct lending (Option 1), while continuing a consolidated
guaranteed loan program (Option 2). Under this option:

w
For students choosing income contingent repayment, the NSTF would
W purchase the loans from the holders {or transfer them from the direct loan
w program) and arrange for collection through the IRS. The precise level of

loans to be purchased will depend on the speed with which the IRS can

implement income-contingent repayment. .

. For students engaging in national/community service, the NSTF could
either purchase the loans or make payments to the holders to cancel por-
tions of the loan as the borrower completes his or her service. Participants
would receive $10,000 in loan forgiveness for each of up to two
years of certified community service. These options would be available to
any borrowers, regardiess of the type of federal student loan that they
have,
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* Expand the direct loan demonstration gradually to include more schools,
without threatening loan availability. While the direct loan idea is too
promising to ignore, and the potential savings too great to ignore, there

. are compelling reasons to proceed cautiously. We propose expanding

P from 200 to 500 schools in the first year of the test. Further expansion

. wmld be authorized, depending on results and interest,

a direct loan
: g th : e iaplementation. A larger derion-
su'atum will qwck]y mdzcate whether the pmgram is really feasible, and success on a
“"large scale will bring pressure for expansion from schools who will want to participate.
- Such pressure will make it easier to overwhelm opposition from those with a stake in

the current program whose primary line of defense against the program is that it is’
untried.

i
2. Encourage Competition. Keeping both systems will provide students with more
attractive repayment options both from the government and private lenders. Sallie Mae -
- recently dropped rates for those who pay on-time, the first time a2 major lender admit-
ted they could afford to charge less for student loans. They deny it was a response to
the direct lending threat. It could also save money by giving Congress a better sense of
the subsidy level necessary to keep banks and secondary markets in the program.

3. Simpler to Implement The administrative challenges are more manageable, and
- the risks of a serious administrative problem greatly reduced, by phasing the program
in more slowly.

L3
4. Selectivity ﬁmg Schools. By selecting which schools will participate in the direct
_ loan initiative, the federal government will be in a better position to ensure that only
schools with the administrative capacity to run the program are pezmitted in the pro-

Bram,

5. Easier Politically. While lenders, guarantee agencies, secondary ma:kets and ser-
vicers should find it more difficult to oppose this initlative; the threat of change may
lead them to offer alternative ideas worth could be worth pursuing,

Analysis and Recommendations

The major challenge in developing the National Service Trust Fund is how to bal-
ance the desire to move boldly forward with a major new initiative that captures the
public imagination with the dangers inherent in proceeding in uncharted territory.
Nothing could be more damaging than to have the program’s objectives and public
support undermined by encountering unexpected consequences from a pootly thought-
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out or tested reform effort. Incremental reform as in Oéﬁén 2,'woui‘d be easier to §ass
and easier to implement. Dramatic changes, such as a quick move to a full direct loan
program (Option 1), would clearly capture the public’s attention but perious

administrative and political problems discussed above. \
!C

To combine a significant new reform of student aid with mxrm al prob-

- lems and make implementation more manageable, we recommend the third option. By

|

pursuing this course, we can take credit for dramaﬁcally expanding options for educa-
tion, training, and economic opportunity while maximizing political support. This
strategy also minimizes the chances of significant administrative problems and allows
time to correct them. Finally, it sets in motion an orderly process that, over time, will
lead to a total transformation of the current system, which would not be feasible if pur-
sued zmmediately and explicitly.

" There are several major issues to consider in designing the proposal for income-
contingent repayment of loans, including:

IRS participation. Some argue that the IRS exists to collect taxes, not loan pay-
ments. While student loan payments can be based on income, they should still be col-
lected by servicers. Experience in one test program points to significant possible prob-
lems, particularly getting former students 1o send copies of tax returns to loan servicers
to confirm their income. Without retumns, payment schedules have to be baged on
assumed income increases from the previous year, instead of real income.

We recommend collecting payments. thmugh the exmtmg tax system. To reduce
' the burden on employers, extra amounts due could appear as increased income tax
withholding rather than a separate line item. The amounts can later be reconciled with
the borrower’s income tax filing.

Option or requirement? If income-cantingent repayment is required on ali
loans, we can assume that borrowers will have a wide variety of income patterns, and
that losses on some loans will be balanced by gains on others. The program will be
actuarially sound. But if, under an optional plan, only borrowers who expect to be low

income participate in the program, or if borrowers are allowed to move in and out of

the income-contingent repayment system, gaming of the program may make xts costs
more unpredictable. This problem is known as “adverse selection.”

We recommend making income contingent repayment optional, exercised either
at the time the loan is taken or upon graduation. Borrowers who default on their tradi-™

tioral loans should automatically be placed on the income-contingent collection system.

Avoiding adverse selection. Past designs for incarm«»cmhngmt loan collection
often included “cross-subsidies”—borrowers who make high incomes after college in
effect subsidize those with Iower income. For example, a program at Yale in 1972-73
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allowed students to “pcstpéne” tuition payments by égreeing to pay a percentage of
income over 35 years, up to a maximum of 150% of the tuition charge, plus interest.
The program was dzsccmhnued in part because the high-income penalty led to low par-
ticipation. _

We do not recommend including a significant cross-subsidy in the program.
%&es for lower-income borrowers should come through default reduction (due to
IRS.coflegtion), and perhaps with some of the savings from direct lending, If income-
contingent repayment is an option, it should offer slightly better terms than convention-
al repayment, such as a lower interest rate or lower fees reflecting the lower cost of
automatic collection and countering the impression that there is a high income penalty.

Eligibility and consolidation. While it would be simplest to implement income-
contingent repayment for borrowers who do not already have any guaranteed student

loans, many current an-giqy_nw_dgn_ts will want to participate in the program.

We recommend making the national service and income-contingent repayment
options available for new loans, including new loans to old borrowers, Borrowers who
opt for income-contingent repayment on their new loans should be allowed to consoli-
date their old loans into the program. Corsolidation for purposes of national service/,
- forgiveness would be too costly, however.

Payment formula. This is perhaps the most complex issue. Having barrowers
pay a fixed percentage of income for a fixed number of years won't work because it
- resulis in » major cross-subsidy, leading to adverse selection (discussed above). Some

- propose addressing this problem by requiring a fixed percentage of income until the
- loan is paid off, subject to an outside time limit. That is not without its own problems,
however. For example, an 8 percent payment may be a burden for someone in poverty,
- butnot a problem for a middle-income borrower. It also seems unreasonable to require
an $8,000 payment from someone making $100,000 a year if they only owe $10,000.

“One approach to be seriously considered-is an “adjusted -amortization schedule,”
under which repayment for a borrower with average income is set'so that the loan is
paid off over a reasonable period, such a5 12 years. The schedule could be adjusted for -
: " borrowers whose income is significantly above or below the average. Atthelowend, 2
~ basic living allowance should be protected, and a ceiling imposed on the maximum
percentage of remaining income that can be taken for loan payment. Any mwg
debt should be forgiven after 25 years.

We must also pay particular attention to what we demand of borrowers who are
relatively low income after college. We do not want to subsidize students who simply
take time off after college, but we may want to assist those who do low-income work,
or are low income for a longer period.: This will add to the cost of the program, but will
also encourage students to perform community service or go into a lower-paying pro-
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Designing the payment formula and testing it for unintended incentives and

actuarial soundness requires further time and consideration. The issues discussed here
are just some of the complexities associated with designing the payment formula,
_ Others include the treatment of married couples and the definition of income.

Costs, Savings & Related Issues : ‘&,

A direct loan system could save a substantial amount of money, as cotild income-
contingent repayment, depending on the design of the program. These savings could
be used to offset the costs of the Naticnal Service program. :

Direct Lending. The U.S, General Accounting Office estimates that the federal
government could save $4.8 billion over five years by switching completely to a direct

lending system for all new loans. The Congressional Budget Office and the Educanon.

Department have previously estimated similar or higher savings. These savings arise
primarily because it is cheaper for the federal government to acquire capital directly,
rather than paying banks to do it. The savings under our recommended plan will obvi-

ously be less since savings depend on the size and pac:e of the expansion of the Direct
" Loan Demonstration.

Income-contingent repayment. Using the tax system to collect loan payments
will reduce loan defaults substantially. One third of the nearly $3 billion set aside for
" the cost of loans made this year covers the cost of future loan defaults. Savings will be
highest if either (1) all loans are collected on an income-contingent basis, or (2) all new
borrowers, even those who.choose conventional repayment, switch automaticaily to
IRS collection in the case of default. The marginal cost of IRS collection will likely be
lower than contracting with outside servicers for conventional collection, although
start-up costs at IRS may be substantial.

Income-contingent repayment will also involve some costs, Borrowers who
remain very low-income after college (or after dropping out) will have their remaining
debt forgiven by the government after a period of time (25 years in most proposals).

. This is-essentially a “default” that cannot be avoided, because the person has no or

inadequate income. In addition, it may make sense to design a system that helps lower-
income borrowers in other ways, such as reducing the interest that i5 capitalized when

ayments are too low. As noted above, helping these borrowers would have the added
benefit of subsidizing people who engage in low-paying public service jobs.

Questions have also been raised about the appropriateness of the current in-
school interest subsidy received by Stafford borrowers, and about the possible impact
of the National Service Trust Fund on college tuition.

In-school interest subsidy. The largest government cost in the student loan pro-
28




gram is making interest payments on Stafford loans while students are in school. This
benefit goes to poor and middle-income students, and graduate students who qualify
based on need. According to the Congressional Budget Office, charging these borrow-
ers interest while they are in school would save $575 million in 1992, and $4.1 billion
over the 1992-96 period.

There are serious political problems in using these savings to fund National Service,
Like earlier proposals to fund service by eliminating Pell Grants, this would be por-
trayed as taking aid away from needy students to fund a non needs-tested program. It
might be more equitable ~— but still very controversial — to use the savings to subsidize
borrowers who are low-income after college, instead of during college. The argument
for this approach is that students with high incomes after college should not be getting
a large subsidy while in school; instead, the program should provide those who fail to
reap the income benefits of postsecondary education with Jower indebtedness. But to
the higher education community, the in-school interest subsidy. is sacred, and any pro-
posed changes will be vehemently opposed.

Rising college tuitions. Some fear that a major new student aid program will
result higher college tuitions. This should not be an issue with the National Service’
Trust Fund because the program does not increage the amount of aid that most students
¢an receive, it simply offers new options for repaying loans. Research suggests that
while federal aid and tuition may be related at proprietary schools, there is no such link
. in the traditional college sector. Tuition at community colleges and other state institu-
tions is affected almost exclusively by the level of state appropriations, while private
colleges respond principally to forces other than student aid. We would view any pro-
posal for a federal role in college tuition-setting practices as pohhcaﬁy unpalatable and
administratively unworkable.

CoNcLUsION: AN HISTORIC OPPORTUNITY

Like John F. Kennedy three decades ago, a young President-elect has captured
the nation’s imagination with his call for a renewed ethic of service to country. There is
now an historic opportunity to mobilize citizens and resources; public and private, to
address long-ignored national needs. -

There are signs that this mobilization is already gaining momentum. The recent-
Iy authorized Civilian Conuunity Corps offers a promising new way for recently deac-
tivated military personnel to guide young people in performing national service. The
Returned Peace Corps Volunteers, numbering more than 135,000, have indicated their
eagerness to respond to your call. Across the country, service organizations are grow-
ing, in communities and schools, on college campuses, and among senior citizens.

The untapped potential to address unmet needs is enormous. The federal gov-
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- ernument jtself can be made service-friendly. Business can be challenged to do more.
Each of us can be challenged to do better. With efficient use of resources and effective
employment of the moral authority of your office, you can catalyze the profound social
- transformation—the renewal of citizenship—for which so many Americans have
yearned and worked for so long.

Individuals and Groups Consulted {partial listing)

Full Board of the National and Community Service Commission

‘Ad hoc Washington working group

Craig Bury, Chambers Associates

Richard Danzig, Latham angd Watkins

Peter Edelman, Georgetown Law Center

Terry Hartle, Senate Committee on Labor and Human R@Qurces

Nick Littlefield, Senate Commzﬁ@ee on Labor and Human
Resources

David Leng, Manpower Demonstration Research Corporation

Shirley Sagawa, National Women's Law Center

john Shattuck, General Counsel, Harvard University

Bob Shireman, Senate Subcommittes on Employment and
Productivity

Melanne Verveer, Presidential Transition Office, Office of
Hillary Rodham Clinton

National Service Meeting, John F. Kennedy School of Government
Senator Sam Nunn
Senator Barbare Mikulski:
Senator Harris Wofford
Congressman Dave McCurdy
-Alan Khazei, Co-Director, City Year
Mike Brown, Co-Director, City Year
Catherine Milton, Executive Director, NCSC -
Charies Moskos, Northwestern University - e .
Gary Orren, TFK School
Graham Allison, JFK School
Will Marshall, Progressive Policy Institute
Kevin Kelly, office of Senator Mikulski :
Alden Schacher, office of Congressman McCurdy

Joe Duffey, President, American University
Richard Rosser, President, National Assocition of Independent
Colleges and Universities
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Robert Atwell, President, American Council on Education

Neil Rudenstine, President, Harvard Undivetsity

. Clare Cotton, President, Association of Independent Coileges and
Universities of Massachusetts

Gregory Fusco, Vice President, Columbia University

David Morse, Vice President, University of Pennsylvania

Harnk Dullea, Cornell University

Jack Crowiey, Director of Federal Relations, MIT

Madeleine Kunin, Former Governor of Vermont

Sam Brown, Former Director, ACTION

Bob Durkee, Vice President, Princeton University

Dorothy Robinson, Vice President, Yale University

Norm Richier, staff, Senate Finance Commitiee

Amy Peck Abraham, staff, Senate Budget Committee

Carol Mitchell, staff, Senate Appropriations Committee ‘

Ken Holdsman, Legislative Director, Congressman Rob Andrew

Representative Bill Ford, House Education and Labor Committee

© Susan Stroud, Executive Director, Campus Compact

Lisa Woll, National Association of Service and Conservation Corps

Vanessa Kirsch, Public Allies

Sam Halperin, WT Grant Commission

- Jerry Klepner, AFSCME

Youth Serve America Working Group

Young Peoples’s National Service Coalition

National and Community Service Act Coalition

John Briscoe, Executive Director, PennSERVE'

Don Mathis, Director, Pennsylvania Conservation Corps

Mimi Mager, Former Executive Director, Friends of VISTA

Richard Celeste, Former Governor, Chio

Dave Evans, office of Senator Pell

Kim Wallace, office of Senator Mitchell

Ken Apfel, office of Senator Bradley

Kathleen Kennedy Townsend

Toby Moffitt

Michael Bailin, Public/Private Ventures

Roger Landrum, Director, Youth Service America

Frank Slobig, Youth Service America
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A REVOLUTION IN GOVERNMENT

“We must lead a revolution in government so it becomes an engine
of opportnmty‘agam niot an obstacle to it. . . . If we reinvent government
to deliver new services in different ways, e},:minate unnecessary layers of
management, and offer people more choices, we really can give taxpayers
more services with fewer bureaucrats for the same or less money. .

- What I am proposing is hard, unglamorous work. It will require us to
reexamine every dollar of the taxpayers’ money we spend and every
minute of time that the government puts in on business. It will require us
to enlist the energies of front-line public servants who are often as frus-
trated as the rest of us with bureaucracy. And if we do it in Arkansas,
which has among the lowest taxes in the country, imagine how much
more important and productive it will be at the federal level.”

- (seorgetown University
November 20, 1952

Qur government is in crisis. The deficit is over $300 billion. Public approval of
Congress is below 20%. The average American voter believes that 44 cents of every tax
dollar are wasted. And in a poll this summer, 85% of the electorate agreed that the gov-
emment needs “fundamental changes” ot “complete rebuilding.”

(veorge Bush was right about one thing: government is too big, and spends too
much, But it’s not just government that’s broken - it's the system. Politicians find
themselves spending more time listening to lobbyists at fundraisers than working to
solve the problems of real people back home. Civil servants who mean well end up
trapped in a low-performance bureaucracy that emphasizes rules and procedures
instead of results. People think their government takes more from them than it gives
back, and fooks the other way when moneyed interests only take from this country and

give nothing back. And they’re right.

Throughout the campaign, yvou talked about the need for radical change in
- Washington. You vowed to create a governument that shares the values and fights for
the interests of ordinary taxpayers — a government that works for the people, not the

~ other way around. '

This chapter presents ideas to revitalize our democracy and radically change -
government. Our goal is to make government smaller, better, and more responsive to
the people. That in itself would be a tremendous achievement. But we believe govern-
ment reform will mean even more for the country down the road if we can restore peo-
ple’s faith that their government works hard, respects their tax dollars, and tries to do
the right thing,
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Presidential Reorganization Authority .
A Presidential Campaign on Government Reform
Executive Orders to Reinvent Government
Performance Management

Expedited Rescission Authority

Campaign Finance and Lobbying Reform

Nationel Voter Registration Act
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PRESIDENTIAL REORGANIZATION AUTHORITY

If we want to change the way government does business, we car't rely on the
normal legislative process. We have to ask for Presidential Reorganization Authority in
order to break the political stalemate.

Reorganization authority can grant you expedited Congressionai consideration
of your government reform Jegislation through “Fast Track” procedures similar to those
currently used to vote on trade agreements and military base closing proposals - one
vote, up or down, no amendments, within a set period of time.

Every expert we have consulted on government reform — including David
Osborne, Alan Schick of Brookings, and Comptroller John Sharp of Texas - has agreed
that a “Fast Track” approach is the only way to short-circuit Congress and enact mean-

ingful reforms.

Traditionally, incoming Presidents have used reorganization authority to reorga-
nize — 1o move boxes around on the Executive Branch organizational chart. As you
pointed out during the campaign, that exercise is largely a waste of time. It costs too
much political capital for mostly ephemeral gains.

instend, we recornmend that you use reorganization authority and the expedited
legislative consideration it grants to bring more fundamental changes to the federal -
goverrunent: to eliminate programs, subsidies, and duplicative functions, downsize the
federal workforce, implement performance-based management and budgeting, and
- encourage innovation and greater efficiency.

Reorganization Authority — A Brief History

Congress granted every President from FDR to Reagan broad powers to reorga-
nize the Executive Branch, subject only to a single or limited number of up-or-down
votes, Since 1949, the statute governing such powers has been the Reorganization Act,
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which granted Truman broad powers to create or eliminate agencies and departments.

Since Truman’s Presidency, Congress has amended the Reorganization Act to
restrict Presidential power 25 times ~ to the point where the Act is practically worth-
less. Johnson was denied the ability to propose new departments with new functions;
Carter was prohibited from abolishing any departments or eliminating any statutory
programs; and Reagan was prevented from eliminating any agencies. Since the Carter
administration, Congressional distrust of the White House has been so intense that little
power for change has been granted. The last time the Reorganization Act was passed,
in 1984, the leash was drawn even tighter, and Reagan, probably wisely refused to have
anything to do with it.

A Clmt{m Reargamzatwn Statute
Xf you are going to use reorganization authority as a centerpiece of ym.zr govern-

ment reform strategy, & new reorganization statute must be written and passed by
- Congress at the opening of your term that grants you reorganization powers compara-

ble to thuse possessed by Franklin Roosevelt and Harry Truman. Otherwise the Actis

not worth having,

Broad reorganization authority of the type we believe you should request will
differ in two ways from the last version of Presidential reorganization authority passed
in 1984

Expanded Scope

We believe you should ask for reorganization powers prohibited in the current
statute, but included or implied in its original fami, to include:

Creation and elimination of depments and sgencies

Elimination of statutory functions that are wasteful or duplicative

Consolidation of grant programs into block grants and challenge grants
. Expansion of state/local innovation waivers ‘

Civil service reform

Performance budgeting-

Sunsets for programs and regulations

i
Lo
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| ‘These powers, though no greater than those granted previous incoming
Presidents, are immense, The power to propose the elimination of statutory functions -
- denied to Carter in 1977 — would allow you to get the deficit under control by cutting
programs and subsidies that no longer serve an important social function. The power
to eliminate departments and agencies — also dended to Carter - would allow you to
eliminate bureaucratic functions that are more properly the responsibility of state and
local government, and to downsize sprawling departments like USDA. Finally, the
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power to create new agencies, eliminated in 1964, would allow you to go beyond gov-
ernment reform to accomplish other substantive goals — like creating a national service
program and an agency to administer it.

Legislative Apprevai Mechanism

The method by which past reorganization plans were voted on by Congress —
one house legislative veto - was declared unconstitutional in 1984. Thus, our statute
would have to include a new mechanism for legislative consideration. We reconumend
the route used in the base closing commission, which requires a single vote on commis-
sion proposals within a tight deadline. This approach actually improves the President's "gin‘
chances to pass legislation, and it passes the test of constitutionality. a .r-"

"

e

PRESIDENT’S CAMPAIGN ON GOVERNMENT REFORM v

Getting broad reorganization authority from Congress is only half the battle,
You also need a team of experts and auditors to develop a comprehensive reform agen- -
da that you can send to Congress under the statute.

We propose that you create a President’s Campaign on Government Reform.
This task force will develop the President’s government reform agenda while using
innovative communications techniques to build grass roots support. The campaign will
be based on the highly successful Texas Performance Review, run by Comptroller John
Sharp, which passed numerous reinventing government reforms through the Texas
Legislature undeér similar circumstances.

How The Campaign Will Work

The Campaign to Reinvent Government will not be business as usual - or as
john Sharp put it, “Just another commission full of prominent suits that will accomplish *
nothing.” Unlike traditional Presidential commissions, which have ten to twenty mem-
bers and a relatively weak chalr, we recommend that you appoint a single Chair who
- can provide centralized leadership and political direction with help from a staff director
who knows the issues.

Unlike the Grace Comumission, which released plenty of findings, ideas, and
hypothetical solutions but few programmatic or legislative proposals, the campaign
- will produce only real reforms — drafts of administrative actions or legislation ready
for Congressional consideration. These will be prepared for submission to Congress
within the deadline established by the reorganization statute discussed above.
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The chairman and staff director should be assisted by a staff of a'pprommatel ‘}
300 people on loan from the private sector, think tanks Congressional staff, OMB and
government agenues

The Campaign will conduct an aggressive public outreach campaign with untra-
ditional communication methods, including:

. A 1-800 number that any Amencan can call to suggest reforms and get
information.

Reports to the American people through television infomercials.

.
5 . Electronic town hall meetings.
_ e ) A pamphlet from the President to the American people discussing the

findings and recommendations of the Campaign, mailed free of charge to
any American who calls the 800- number. -

. What It Will Propose

The Campaign will be expressly charged by the Pre51dent to mvesngate and
develop proposals in three cnt1ca1 areas.

1. Anew compact with the states: a reevaluation of federal/state roles and respon-
sibilities. The Campaign will suggest ways to limit unfunded mandates, devolve
responsibilities to the states, expand the use of non-bureaucratic, cost-efficient block
grants and challenge grants, and increase the availability of federal grant waivers to
encourage innovation at the state and local level.

2. A new compact with the taxpayers: creating a new era of fiscal responsibility.
/ The Campalgn will propose ways to reduce the deficit by ehmmatmg wasteful. pro-
grams, entitlements, commissions, and subsidies; by reorganizing, downsizing, and
reinventing federal departments and agencies; and by reforming the budget and creat-

_ ing sunset provisions for programs and regulations.

3. A new compact with federal employees: creating a performance based budget
which encourages efficiency, greater savings, and improved service; implementing civil
service reform to reward performance, create incentives for innovation, and establish |
greater managerial flexibility; and downsizing the federal workforce. '

The commission should have a built-in deadline to prevent it from dragging out
its work and to insure that it places emphasis on action. We suggest six to nine months.
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ExXeCUTIVE ORDERS TO REINVENT GOVERNMENT

The following proposals can be implemented on the first day of your administra-
tion through Executive Order. Taken together, they will demonstrate that you are com-
mitted to reforming government — and keeping your campaign promises.

Executive Order No. 1: 3% Annual Cut in Administrative Costs
et :

Throughout the campaign about reducing the real administrative
costs of the federal government bk 3% annually,) This cut would set a productivity stan-
dard for government, downsize the Bureativ.acy, utilize respurces and personnel more
efficiently, and cut the deficit without affecting the level of services on which both poor
and middle<lass Americans depend. ;

Unlike a business, the federal government does not currently budget for admin-
istrative costs independent of programumatic costs. As a result, the government simply
has no idea how much it spends on overhead. Departments are able to hide adminis-
trative fat in the budgets of popular programs and prevent reasonable cuts by claiming’
that cuts would reduce benefits or services. To fix this mess, our Executive Order must /
direct the govemnment to hegin keeping separate accounts for administrative costs as
well as order cuts in administrative spending.

To send the right signal to the federal agencies and departments, we suggest you ? ,‘,,5

propose a 5% cut in your first year. A 5% reduction will compensate for growth in ‘Jz"‘

“administrative costs in the FY93 budget and make it harder for departments to pad ““ r(‘

their 1994 budget to prepare for future cuts, y
»

The proposed Executive Order will ‘ ' ;’;

1. Define administrative costs and order the Director of OMB and directors of agen-
cies and departments to break out administrative costs as a separate budget line item in
the FY 1994 budget. This new baseline will become the standard. of measurement for
annual cuts in administrative costs.

2. Requme the Director of OMB to ensure that administrative budgets are 5% Jower
in real costs in'FY 1994 than in FY93. Since administrative costs have never been bro-
ken out in a line item before, the 5% cut in FY 1994 will be based on an estimate of 1993
costs, not on & hard figure. The Director of OMB will have total authority to cut agency
requests for administrative spending more than 5% if he feels that a request has been
padded to prepare for future cuts.

3. Order agency and department heads to build 3% real cuts in administrative costs
into the FY95-97 budget requests, as measured by the FY94 baseline, and direct the
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Director of OMB to insure that the Administration’s budget submissions to Congress
include these cuts. _

Some departments and agencies may want to cut their administrative costs by
more than 3%. To make sure they're not locked into higher administrative spending
than they need, we should allow agency heads to invest any administrative savings
beyond the mandatory 3% cut in their own programs. This will create a new, powerful
incentive for greater productivity and savings. This provision requires legislation,

which we should ask Congress to pass under reorganization authority.

Executive Order No. 2: Cut the Federal Bureaucracy by 100,000 positions.

During the campaign, you promised to cut'the federal bureaucracy by 100,000

positians in order to eliminate excess staff, improve productivity and increase the gov--

" emmént’s responsiveness to the public. This reduction represents a 4.44% cut in the
government'’s civilian workforce of 2.254 million people {excluding the Post Office,
which is already undergoing tremendous downsizing on its own).

DOD civilian staff will take the largest hit, losing 44,000 employees out of a total

work force of just over 1 million. Achieving a reduction of this magnitude will not be
difficult because of the base closure process and the overall downsizing of the military.

The Executive Order will allow two methods of eliminating positions: attrition
oidlg_ug No one will be “Riffed” — fired — as a result of your order.

Attrition. Every year approximately 200,000 pesitions are vacated through attri-
tion. The attrition rate is even higher in non-recessionary times, ranging from the cur-
rent rate of 8% to as high as 10%. Given the current rate of attrition, it is possible to
reach the 100,000 mark in less than & year, though we have phased in compliance over 2
1/2 years to glve managers more time o adapt to a smaller workforce. Attrition is the
least eensive method to vacate positions as it only requires the payment of annual
leave and retirement benefits, -

l ogram. Under the civil service retirement plan,anempiaym;sehgx
ble to receive hls or her retirement benefits at age 55 with 30 years of service. Under the
‘early out program, an employee is eligible for retirement benefits at age 50 with 20

years of service or at any age with 25 years of service. For every year under age 35, 2%

is deducted from the retirement annuity. This early out program is the best tool to elim-
inate positions at the higher grade levels with large salaries.

In your executive order, we recommend a bigger reduction among sendor man-
agers than front line workers. The federal government is “top loaded” with expensive,
unnecessary management positions. For example, the number of Senior Executive
Service (SES) employees has grown by 35% over the last decade, and the share of the
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work foroe at the GS 13 - 15 levels is up from 13% in 1972 to 18% in 1992. Taking 25% of
the cuts from senior management will reduce unnecessary layers of management, a top
personnel goal of most private sector companies in the 1980s.

The Executive Order will:

1. Order agency and department heads to eliminate through atirition or early out
at least 4.5% of their posmams over the next three years.

2. Establish a schedule to guarantee completion, mquiring agency heads to achieve
25% of their cuts by the end of FY 1993, 62.5% by the end of FY 19%4, and 100% by FY

1995,

3. Instruct the Deputy Director of OMB for Management to issue the necessary
instructions to implement this order, and to report to the President on compliance.

4. Instruct OMB and agency and department heads to use personnel levels from FY
1992 25 a baseline to measure their reductions. This will keep us from cutting 100,000
jobs in current programs while adding 100,000 in new Clinton initiatives.

5. Require at least 25% of the reductions in each department and independent
agency come from the G5-14, GS-15 and Senior levels. This will cut approximately

25,000 senior management jobs, from 132,000 to 107,000, and achieve substantial cost
gavings,

6.  Require agency and department heads, under supermien from the Director of
OMB, to return any savings in FY 1993 to the Treasury. Savings in all subsequent years
will be built into the budget.

Executive Order No. 3: Eliminate Unnecessary Executivé Branch
- Advisory Committees :

. The federal government currently operates more than 1,200 advisory committees
10 study and report on issues of public policy. These committees employ over 29,000
peopie and cost the taxpayers approximately $150 million per year. And the number of
commissions is increasing at an alarming rate — between 10% and 20% per year during
the Bush Presidency. of

* More than 500 of these committees are established by statute, which means we .
cannot eliminate them without a bloody struggle with Congress. However, roughly 700
commissions with an overall annual budget of approximately $70 million are solely the
responsibility of the executive branch. You have total power over them and ¢an do with
them as you please.
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We believe you shm:ld eluninate as’ many executive branch advisory comumis- o,
sions as possible at the beginning of your term. The advisory commissions are now }
your advisors, yet you did not appoint any of them and they do not share your inter- i
ests. Many committees are stocked with Republicans, most are captives of special inter- '
est groups, and together they exemplify a government more responsive to special inter-
ests than ordinary taxpayers, and more concerned about talk than action.

Qur proposed Executive Order would eliminate, after a 60-day review period,
600 of the approximately 700 advisory committees not established by law, while cap-
ping the budgets of the remaining committees. The order would allow departments
and agency heads, in consultation with OMB, to make their own decisions about what

to cut and wha! to keep ~ allowing, for example, important technical committees to
. remain in existence.

" The order would:

1. Suspend operation of all advisory commissions (including those established by
statute) for €0 days, except for previously scheduled meetings. At the end of this peri-
od, unless otherwise directed by waiver of this EO by the Director of the Office of
Management and Budget, all commissions not established by statute will cease to exist.
Commissions established by law may continue operation after the 60-day period.

2. During the first 30 days of this period, agency and department heads must
review all commissions they manage and support, including those established by
statute. By the end of the period, they must submit:

tinue operation. Commissions merely authorized but not established by law
should not be included on this list, smz:e they can be eliminated through
~Executive Order : j

a. A list to OMB of those commissions established by law which must con- | )

b. A request for a waiver of termination for each commission not established
“by law that they believe should continue in operation. For each of these commiis-

sions, they will provide a summary of the commission’s value to the public and

its current membership, plus a detailed breakdown of its budget and personnel.

H

3. During the final 30-days of this period, OMB will review requests for wazvezs/{ E’M
and grant, to all departments and agencies, no more than 100 waivers, with a total bud- Ay

get of no more than $ZG million. - . M
A list of commiﬁegs you could eliminate by Executive Order is included as an ~ * ol
appendix t¢ this chapter. ' ot
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Executive Order No. 4: 'Cut White House Staff by 25%

- During the campaign, you promised to cut the White House staff by 25% - but
never commdtted to details,. We believe you should cut the personnel budget by 25%,
not the number of jobs. This will give your senior managers the flexibility to cut either
positions or salaries,

You must also determine what constitutes the White House staff. Although
some will counsel you to cut only the White House Office (WHO), we believe you
should cut the Executive Office of the President as well (EOP), excluding OMB. By
including the EOF, you will make it clear that you are serious about controlling the cost
. of government, and avoid claims that you are failing to live up to your campaign
pledge. After all, it is hard to argue that the “Executive Office of the President” is not
“White House Staff.”

Qur recommendation is that you cut the FY 1993 payroll appropriated for the
WHO and EOP (less OMB) for the months of February to September by 25% from
$54.859 million to $41.145 million, and by an equivalent amount in the FY 1954 budpget

request. This would eliminate 350 to 400 positions in the White House and Executive

QOffice of the President.

The chart which follows this chapter presents an option accomplishing a 25%
payroll budget cut or an office-by-office basis. The chart is followed by a summary of
the justifications for our cuts. Note that this is just one option — there are obviously
many different scenarios depending on your priorities.

Explanations:
- White House Office and Office of the Vice President. Reductions should be possible in sever-

al offices. The seven-person travel staff could be mplaced and the function contracted
out. Approximately 25 slots could be eliminated by moving the political and advance

functions to the Democratic National Committee. ff

Executive Residence at the White House. A modest reduction is required to achieve the
25% budget reduction target.

Council of Economic Advisers. The creation of the National Economic Council makes
modest reduction in CEA possible.

Council on Environmental Quality. The council coordinates envirorunental policy and
prepares an annual report on environmental trends, based on government-wide data.
Most of these functions can probably be handied better from a Cabinet-level
Department of the Environment.

-
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Proposed Reductions in Employee Compensation and Benefits - FY93

Office Employee  Proposed  Budgeted  Estimated
Benefits/ Cuts Staff Staff Cuts
Comp
White House Office and $17,314000 $4,603,035 434 31
Vice President Office =
1 White House Residence $3976,667 §292655 97 14
Vice President’s Residence $42,000 30 1 g
Counxil of Economic $1,671,333  $232647 4% 9
Advisers . ,
Council on Envirorunental *© $1,256,667  $628,630 40 20
Quality
National Critical Materials ~ $142,000  $142000 3 3
Coungil
Nationbal Security Council ~ $2,731,333  $895802 60 16
National Space Council $707 333 $584,047 7 4
Office of Administration ~ $7,132,667  $1443826 234 65
| Office of Federal $1,737333  $289954 33 8
Procurement Policy
Office of National Drug $5340,000 §3082,150 112 75
Control Policy
Office of Policy $1890,000 $265477 51 10
Development
Office of Science and $1979,333  §547597 43 17
Technology Policy -
USS. Trade Representative $8.938,667 $707,013 162 17
TOTAL | $54859333  513,714833 1318 389




National Critical Materials Council. The Council oversees stockpiles of strategic minerals.
This office can be eliminated since its authorization has already expired and its function
duplicates efforts at the Depariments of Cornmerce and Defense.

National Security Councxf With the change in priorities since the Cold War, the National
Security Council can function with a smaller staff by relying more on support from the
Departments Deferse and State.

b n National Space Council. In the Bush Admindistration, this Council mostly second-guessed
%}g . NA3SA. We recommend that some of the Council’s functions be transferred to the Office
of Science and Technology Policy.
O)?ice of Administration. Cuts are justified by the reduced demand for adxmmsmzwe
services resulting from lower EOP staffing levels.

Office of Federal Procurement Policy. This Office, which is housed within OMB, has an
important mission in overseeing federal procurement, but has not been effective. With
support from the OMB Director it should be able to do more with less.

Office of National Drug Control Policy. The Drug Control office has been notoriously inef-
fective and extremely politicized. Most of its staff is made up by Republican hacks with
little experience in drug-related issues. This office can be more efficient if it is staffed
with a reduced number of real experts who work closely mth law enforcement, health
and social service agencies.

Office of Policy Development. We assume that like the CEA, this office will lose staff slots
to the newly created National Economic Council.

Office of Science and Technology Policy. This office has grown rapidly during the Bush
years. While the transfer of some of the Space Council’s functions would add to its
workload, a net reduction in permanent staff is possible if the Office relies on the
National Science Foundation and other agmms for expemse. in speaﬁc areas of tech-
nology.

. United. States Trade Representative. The United State Trade Representative staff can be
reduced because the National Economic Council will ha.ndie interagency coordination
of some issues.

Executive Order No. 5: Expand Availability of State and Local Waivers

Over the last fifteen years, the federal government has placed an increasing
number of restrictions on the use of federal grant money. These restrictions raize the
overhead cost of the federal government by requiring more grant officers, tie up state
and local governuments that are hard pressed to meet the increasingly complex applica-
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tions process, and stifie innovation at the state and local level,

State and local officials have incessantly comgplained that federal requirements
prevent them from tailoring programs to meet their communities’ needs in a manner
that is more efficient, less costly, and still consistent with the goals of the federal gov-
ernment. Although many programs allow for federal waivers to encourage innovation
at the state level, the process for obtaining a waiver is often difficult and time-consum-
ing, frequently lasting up to a year.

Increasing the availability of waivers is a top priority for reinventing govern-
. ment. We recommend that you propose significant legislative waiver reform under
reorganization authority. In the meantime, we believe you should issue an Executive

Order’expediting the waiver process to encourage innovation at the state and local.
level. The order would place the presumption on approval of waiver applications, set a

30-day deadline for approval, and put the Deputy Director of OME for Management in
charge of the process.

The order will:

1. Direct agency and department heads, notwithstanding current law, to place the
presumption on approving state and local goverrunent waiver applications which meet
current statutory waiver requirements. If an application is deemed unacceptable for
approval because of 2 failure to meet non-statutory requirements, the department or
agency head must inform the Deputy Director of OMB for Management in writing
seven days prior to denial of the application.

2 Direct agency and department heads, notwithstanding current law, to make
determinations on applications for waivers within 30 days of receipt of applications,

3.  “Direct agency and department heads to direct a top sub-cabinet official of the
entity to supervise the waiver review process and to work with state and local govern-
ments to maximize their compliance with criteria for approval of waivers.

4. Direct the Deputy Director of OMB for Management to issue such rules as are
necessary to implement this order; to oversee the entire waiver process for the govern-
merd to include government compliance with the 30-day rule; and to coordinate the
consideration of applications for waivers w}uch fall under the jurisdiction of more than
one tiepartment of agency.

Executiz:re Order No. 6: The “Lorena Hickok Program”

The worst danger for a President is to fall out of touch. In the early days of the
Roosevelt Administration, FDR sent AP political reporter Lorena Hickok, & close friend
of the family, into the fleld to report back on how the New Deal was working out. f

12
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you're serious about nmmng a results-oriented gwmmt you ought to dispatch a
team to do the same.

I We recommiend that you establish a small team of investigators to look into how
J %' federal programs are working at the grassroofs level, and report back to you about
whether your ideas are being carried out as you intended. They would not be allowed

u 1o write articles about their experiences — unless you asked them to.

Executive Order No. 7: Eliminating Perks

The Bush Administration received horrible press when senior staff abused perks
-~ and deservedly so. We believe you should issue an Executive Order banning two
perks which cause the most trouble: use of military and first class travel, and “portal to.
portal” limousine service. These are the two perks which most exemphfy a government
that is out of touch with ordinary Americans.

Currently, a large number of senior Presidential staff members enjoy “portal to
portal” service — a car picks them up at home in the moming, and drops them off at -
the end of the day. An Executive Order or memorandum could ban portal to portal
transportation for all EOP officers except the National Security Adviser, who legitimate-
ly needs to be in communication with the White House during daily travel. Only cabi-
net level officials in the executive branch would continue to enjoy portal-to-porial ser-
vice; all others, including department and agency deputies, would drive or ride to work
like any other human bemg

Senior Presidential staff have also been caught using extremely expensive mili-

© tary aircraft for non-govermnmental activities, and travelling first class at taxpayer

expense when other arrangements are available. A second Executive Order could ter-

" minate these practices by requiring that government aircraft be used only when com-

mercial flights are not available or when travel by other arrangements would be detri-

mental to a Presidential mission. The Executive Order would also. deny | reimbursement
for first class travel when other flight service is available.

| MA&AGWG FOR RESULTS

Govemment is virhually the only sector of American society that has yet to con-
front the need to adapt itself to the Information Age. With its preoccupation with rules
and regulations and its hierarchical chaihs of cormmand, it simply cannot keep up with
the rapidly changing, highly competitive, information-rich society and economy within
which we live. The US. is 5 to 10 years behind other progressive nations such as
Australia, Britain, Canada, and Sweden in creating results-oriented government.

We believe you should send to Congress under reorganization authority a
“Reinventing Government Act of 1993” to create results-based budgeting and provide
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‘managers with greater flexibility to achieve savings and enhanced performance. The

legislation would make program managers and goverrunent workers more accountable

for results by defining program performance goals while giving managers greater ﬂm»
bility to achieve those goals in the most efficient way possible.

Changes of this magnitude should not be rushed without some careful study.
We suggest this program be phased in over time, by creating a series of two-year pilot
projects beginning in FY 1994 at 15 federal agencies, to be followed by implementation
throughout the federal government in FY 1996 after evaluation of the results of the test
© program.

The Reinventing Government Act would have two goals:
Results-Based Budgeting

One of the greatest problems of the federal governunent is its failure to set objec-
tive goals for its agencies and programs in order to measure the extent to which govern-
ment spending is achieving the results intended by the President, Congress, and the
. American people. This failure impedes program evaluation, protects spending of limit.
" ed social or economic value, and makes it impossible to hold program managers
responsible for results.

The Remventmg Government Act will require, for the first time, &w setting of
objective standards and goals for our agencies and programs. The act will:

1. Require each department and agency to outline its goals for the coming year in
its annual budget request, including a mission statement, a set of goals and objectives,
. and a strategy to achieve them

2. “Require each department and agency to includ& congise, quantzﬁabie, ab;eetzve
standards for the performance of each of its programs in the annual budget. The stan-
dards must be based on quantifiable, verifiable performance indicators. Beginning in
FY 1995, each agency will be required at the end of the year to submit a program perfor-
mance report consisting of a comparison of program goals to performance results, an
evaluation of success or failure, and steps to be taken to improve performance

3. Require Cﬁngmssianai approval of these goals and standaxds through the azztho*
tization and appropriation process. :

4 Reqmre Congress to establish goals and standards for every new pwgram or
government entity it authorizes,

Management Flexibility

14




If we are going to hold managers accountable for performance, we need to liber-
ate them from outmoded administrative rules which keep them from getting the job
- done.

Currently, federal managers have their hands tied. They have almost no ability
to hire or fire employees of their own choosing. They have almost no ability to shift
rescurces around within their programs to achieve efficient perfemce and savings.
They are discouraged from taking management risks that will increase performance
and efficiency, even when doing so is clearly in the nation’s best interest. Worst of all,
when they innovate and achieve savings, managers are “rewarded” with lower appro-
priations, an immense disincentive to generate savings and productivity gains.

In return for greater accountability, we will give government managers the same
tools their private sector counterparts use to get the job done. Managers at the 15 test,
agencies will be authorized to develop and seek waivers from OMB freeing them from
following current administrative procedures in the following areas: procurement,

administrative services, human resources (persanm!}, budget limits, and information
resources.

The waivers will eliminate disincentives which prevent managers from running
programs efﬁczeml}; and increase managerial control over staff and operating budgets.
For example, agencies might receive waivers to carry funds over to the next fiscal year
without having to return them to the Treasury; shift funds between appropriation
accournts; borrow funds from future appropriations; hire, fire, and set pay levels and
. rewards for staff; and buy equipment and negotiate rents outside of GSA if it would be
less expensive to do so, After three years, waivers would become permanent.

. EXPEDITED RESCISSION AUTHORITY

As you know, the leadership in Congress opposes the line item veto. Speaker
Foley and Senator Byrd feel strongly about this issue, which gces tc the heart of
Congressional powet.

In an attempt to defuse a potentially explosive issue, you could ask Congress for
..-.expedited rescission authority instead of a line item veto. The Spesker recently

» endorsed this idea because it would expand Presidential power over spending without
unduly sacrificing Congressional prerogatives. A bill along these lines, sponsored by
Charlie Stenholm, was actually passed by the iianse late last sesszzm but was never
considered by the Senate.

Currently, under the Congressional Budget and Impoundment Act of 1974, the
President may send to Congress a proposal to cancel or reduce funds contained in
appropriations bills he has already signed. These rescissions do not take effect unless
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they are approved by both Houses within 45 days. If Congress does not approve them
within 45 days, the money must be spent as appropriated. Congress can easily defeat a
President’s rescission requests by simply ignoring them,

This proposal would alter this process by requiring Congress to vote on pro-
posed rescissions within two weeks of submission by the President, eliminating
Congress’s current power to completely ignore and thus kill Presidential rescissions.

In many ways, expedited rescission authority is more valuable than a line item
veto because it gives the President greater flexibility: unlike the line itemn veto, rescis-
sion authority allows the President to eliminate projects and appropriations in confer-

ence reports as well as bills, and to strike out a pemtage of an item’s funding rather
than esﬂ':er all or none of it.

}t is very hard to estimate how much you could save if you had expedited resci5~
sion authority - the amount depends entirely on how effective you are in getting your
rescissions approved. However, various experts believe we might be able to eliminate
$6 t0 $12 billion per year, based on GAO estimates.

The only decision you need to make if you wish to go forward with this proposal
is whether you want to introduce the bill in the same form passed by the House last
session or with changes that would improve the legislation. There are three provisions
which might be altered to the President’s advantage without unduly upsetting

Congress.

Scope of Rescission Authority. In the bill passed in October, a President could
only rescind 25% of authorized appropriations (and 100% of unauthorized appropria-
tions) We should propose that the bill give you the pow&r to rescind the full amount of
an authorized appropriation.

" Duration of Grant of New Powers. The bill passed in October only authorizes
expedited rescission procedures for two years. We should propose that these proce-
dures remain in force for your entire first term. Or you could-request that expedited
‘rescission authority be made permanent, to strengthen your initial ba:gaining position
and increase the appeal of the ides to Republicans.

Time Allowed for Presidential Consideration. The bill passed in October gives
the President only three days after signing an appropriations bill to use his expedzted
rescission powers. " After this time, he can only use his current, less effective rescission
authority, which lasts until the end of the fiscal year. We should ask for expedited
rescission powers for the duration of the fiscal year. This would give you more time to
study an appropriations bill before acting — important because Congress usually sends
large, complex appropriations bills to the President in a rush at the end of a session. In
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addition, it will allow you to rescind “pork” which may be hidden in the bill but which
surfaces during the implementation of the bill in question.

An outline of this legislation is included in the appendix of this chapter.
CAMPAIGN FINANCE AND POLITICAL REFORM

Durmg the campaign and the transition, you talked at length about the need for
campaign finance and lobbying reform. .

About 80,000 people work directly or indirectly as lobbyists in Washington — a
population half the size of Little Rock. These lobbyists now provide the bulk of the
financing for congressional incumbents, who must raise $4000 a week (House) or
$12,000 a week (Senate) to retain office. This system results in a government more
responsive to the needs of organized interests than it is to ordinary voters, and blocks
change at every turn.

Campaign Finance Reform

The Clinton Administration should negotiate a campaign reform package with
* the Congress. A successful negotiation will minimize the political capital needed to
pass a bill, and it would make it almost impossible for Democrats to vote against it.

We do not need to enter the negotiations with our own detailed draft legislation
. — through we can threaten to release such a draft if we need to strengthen our position.
However, we need to come to the table with a sense of our general goals We believe
they should include the following:

Spending limits

Dunng the campaign, you supported capping the spending in ‘congressional
campaigns. Spending limits are extremely popular with the public. S. 3, the bill vetoed
by Bush last year, included voluntary spending limits for both House and Senate candi-
dates. For the House, with its uniform districts, the limits were $600,000 per candi-
" ‘dates. In'the Sénate, caps depended on the population of the state.

We believe the spending limits in S. 3.are acceptable, and there is no reason for
us to push to change them. However, the limits were predicated on current broadcast

rates. It may make sense to lower them if we are successful in bringing down the cost
of television advertising.

Opening up the airwaves
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During the campaign, you pledged to “open up the airwaves” and “lower the
cost of airtime.” There are twp ways to do this, both acceptable.

Partial Public Financing

S. 3 includes partial public financing for congressional elections to open up
- access to the airwaves. Senate candidates who comply with the spending limit would
be eligible for up to 20% of the limit in “broadcast vouchers.” House candidates would
be eligible to receive matching furdds for up to $200,000 (1/3 of the spending limit). In

addition, . 3 lowers the cost of airtime by requiring stations to give candidates airtime

at half the lowest-unit-rate,

Public financing of campaigns has long been the ultimate goal of reformers. To
- the extent it is instituted, it would replace money from private sources, and give candi-

dates the ability to speak to the voters without incessantly fundraising or obligating

themselves to donors. Presidential general election campaigns, of course, receive (theo-
retically) full public financing; primary candidates receive mazci'zing funds.

The value of these vouchers can be augmented by requiring broadcasters to give
- cheap airtime to candidates, Currently, stations are required to give the “lowest unit
rate” to candidates. However, that rate is often “preemptible time” — obviously not
suited to campaigns. In addition, the FCC commissioners have regularly spun through
the revolving door, leading to a strong bias away from laws against past and future
broadcast clients. You could require broadcasters to offer non-preemptible time at the
. lowest unit rate.

If you wish to faiic:w this route, you should propose giving complymg candi-
dates “candidate communication vouchers” so that those candidates who do not buy
television time can use the money for radio or mail.

Although it is uncharted territory, one szm;:!e way to openup the alrwaves with-
out ﬁze cost or political fallout of public financing is by requiring broadcasters to offer
free time as part of their licensing process. This would, of course, make the broadcast-
ers scream, but in principle it is no different from requiring them to offer time for public
service announcements, weather warnings, etc. On balance, we recommend this
approach over public financing,

PAC limits

During the campaign, you promised to cut the maximum size of PAC giits to
18
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... the fat cats back into presidential campaxgns — gxactly what the 1972 law was intended

$1000, the same as the maximum for individuals, 'S, 3 does not toch 7

individual PAC gift, but imposes an aggregate cap on all candidates. In the Sena _
amount was 30% of the spending limit; in the House, SZO0,000 (173 of the s;:ending 3
limi). .

Our opening position in negotiations shnuld be our campaign pledge —
reduce PAC gifts to $1000. Political Action Committees (PACs) are the most vzsxbie
manifestation of the campaign finance system. Your proposal to reduce PAC contribu-
tons by 80% should continue to be a centerpiece of the reform effort. It should be
.noted that such PAC reductions pose problems for House Democrats {(who get nearly
half their funds from PACs) and labor (which gamners political heft from PAC gifts).

Independent mmditures and millionaire opponents

§. 3 includes a complex set of disincentives for independent expenditures and
millionaire opponents. When an independent expenditure is made, or a noncomplying
candidate exceeds the spending limit, the complying candidate receives-additional
funds.

Instead of providing more public money to candidates facing an opponent who
goes beyond the spending limits, we recommend merely waiving the spending limit for
candidates who face these competing expenditures, so they can raise and spend as
much as they wish,

" Soft money (“non-federal money” in federal campaigns)

. Soft money is the toughest campaign finance issue of all. During the campaign,
you signed a Comumon Cause pledge that said you supported the soft money language
in the Senate version of 5, 3, which was stricter than what passed. Putting People First
endorsed this view: “End the unlimited ‘soft money’ contributions that are funneled
through national, state, and local parties to presidential candidates.”

With some justification, reformers believe soft money has negated campazgn
finance reform — especially at the pmsidantxa} level. In 1992, both presidential candi-
dates openly fundraised for soft money which was (by definition} In excess of the feder-
al contribution limits. The $100,000 contributions collected on both sides in 1992 put

o prevent.

To confront this problem, $. 3 includes complex and strict soft money language.
It limits spending by local, state and federal party committees for electioneering during
federal election periods (from late spring of election years). For example:

« A stale party’s spending to elect the presidential ticket would be limited;
the amount would vary by state and would be indexed for inflation.
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* Any morey raised or spent for GOTV, voter registration or other specified
activities would be brought under federal spending and contribution limits. '

’ State level campaign activities, conducted by federal, state or local parties,
would be subject to spending limits.

. National party committees, federal officeholders and federal candidates
would be barred from soliciting contributions on behalf of state parties.

. Political parties would be required to itemize and disciose to the FEC all
receipts and disbursements above $200.

" The state parties are adamantly opposed to the soft money provisions in 5. 3,

arguing that the expenditure restrictions in that bill would severely limit their ability to
conduct the kind of coordinated campaigns that were so successful in 1992, State par-
ties believe that the provisions in 5. 3 would federalize their operations and eventually

put ther out of business. For example, 5. 3 would require political parties to conduct’
even voter registration with hard money in an election year. However, non-profit -
groups would continue to be able to register voters — and undisclosed, urregulated

sums would undoubtedly flow to them.

Nanetheless, Common Cause and editorial writers have drawn a clear line on

- soft money, and we will take considerable flak if we are perceived as “pulling back”

unduly from 5. 3.

We are not prepared to make a recommendation about soft money. This issue
will require serious intemal discussion, because the position we stake out will have a
tremencious impact on Clinton-Gore ‘36 and on our party building efforts over the next
four years. A top level meeting with party leaders, trusted state chairs like Jim Brady,
and your selection to head the DNC is in order. This should be done as soon as possible
50 we can develop a clear negotiating position.

Options for dealing with soft money include:
»  Retaining the restrictions in S. 3.

s . Exempt from the soft money restrictions a list of activities such as ongoing
administration, maintenance of voter files, staging of conventions, votet registra-
tion and generic party activity. (Currently, 5. 3 exempts some such activities,
such as building funds.) If these exemptions are sufficiently broad, state parties
may be able to live with soft money limits.

¢ Prohibiting the raising of soft money by federal candidates (but allowing
20




it by parties).

. Prohibiting the use of soft money in campaigns along the lines in §. 3, but
replace the money with hard money raised by an income tax checkoff plan
specifically geared to political parties. Taxpayers would be encouraged to give
an zdditional $1-810 to the party of their choice, and the parties would be able to
use that money to fund their coordinated campaigns. (This is simdlar to the sys-
tem in England, Germany and other nations. David Wilhelm is especially inter-
ested in this option.)

Lobbying Reform

Lobbyists are becoming an increasingly visible target of press and public ire,
with good reason. If we're going to reform government and clean house in -
Washington, lobbyists may be the best place to start. .

Lobbying reform should not be linked to the campaign reform effort. Instead,
we recommend modifying Senator Levin’s bill, which has strong bipartisan support
and was the model for the proposals in Putting People First, and sending it up as a
Clinton bill early in the session. The bill would end the tax deductibility of lobbying
expenses, create more full disclosure, and codify the five year ban on revolving door

lobbying.
 End tax deductibility of lobbying expenses — the Special Interest Tax

K Street is already gearing up to fight it, but this “Special Interest Tax” should be
the centerpiece of our lobbying reform bill. Eliminating the deductibility of lobbying
expenses will raise approximately $100 million.

Tough lobbying disclosure

In the campaign, you stated: “We will push for and sign legislation to toughen
and streamline lobbying disclosure. The new law will require all special interest groups
to register with the Office of Government Ethics within thirty days after contacting a
federal official, lawmaker, or lawmaker's aide. Lobbyists will be required to report
twice a year on their contacts and expenses. We will instruct the Justice Department to
strictly enforce disclosure laws and collect fines.”

The Levin bill would satisfy this pledge:

. It w;)uld require registration of all professional lobbyists, and provide a
more effective definition of lobbying. (Currently, only a narrow range of lobby-
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ists actually have to register.)

» It would streamline lobbying disclosure requirements by consolidating fil-

ing in a single form and location, and replacing quarterly with semi-annual reg-
istration.

« It would require identification of “coalition members” who are, in effect,
clients.

. It would create a new entity within the Justice Department to administer
the statute.

x»  Ttwould substitute fines for current criminal penalties.
The lawyer’s loophole -

During the campaign, we promised to eliminate the “lawyer’s lcophele,” which

allows lawyers to disguise lobbying as legal work, and thus avoid disclosure. This is

not a problem substantwaly or politically, though some lawyers may get upset.
Foreign agent loopholes

As we discovered in preparing the revolving door rules for the transition, the
definition of “foreign corporation” in the Foreign Agent Registration Act is inadequate,
We need to modernize the definition to insure full disclosure,

Revoloing door legislation

Cur legislation should place into statute your pledge to close the revolving door
between government service and lobbying., Our proposal should codify: the five year
ban on lobbying by senior goverrunent officials; the lifetime ban on foreign agent regis-
tration; and the five year ban, for trade negotiators, on lobbying for foreign govern-
ments or corporations.

The major question is whether we want to apply the rule to Members of

Congress and their staffs, n-us is good public policy, but controversial, and largely a

political call.

MoToOR VOTER ELECTION REFORM

The National Voter Registration Act, known as the “motor voter” bill, is a strong,
pro-democracy bill. It would make it easier for millions of Americans fo register and
vote. During the campaign you attacked Bush for vetoing the motor voter bill,

L3
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We believe you should actively push for the motor voter bill by sending it to
Congress in a legislative message at the opening of your term. The version vetoed by
Bush was fine — no need for changes. However, one possibility would be to create 2
$50 million motor voter grant to help states update their voting apparatus and comput-
er systems to comply with the law.

The bill has five main provisions:

1. Driver’s License Registration: States must permit on-site registration by driver’s
license applicants. About 85% of eligible voters have driver’s licenses and another 5%
receive LD. cards there,

2. Registering While Picking Up State and Federal Assistance: States must permit on--
site registration at all state offices providing public assistance, unemployment compen-
sation and services for persons with disabilities. Voters can also register at federal
agencies.

3. Registration by&riai}: The FEC will provide a mail-in registration application.

4. Voter Roll Purges: Automatic purging ~ for not voting over a certain period of
time — is prohibited. States can only purge names with proof the voter moved or if a
voter does not respond to a registrar’s reminder ¢

5. Exemption: States that currently have election-day registration are exempted.
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Appendix 1: Outline of Expedited Rescission Legislation

This proposal would establish a detailed schedule and mandatory procedures
which would force Congress to vote on rescissions you propose. Note that we already
have legislative language to implement this proposal - we are ready to go. '

The bill would establish the following procedure:
1. Within X days after the President signs an appropriations bill, he couid

send to Congress legislative language canceling up to [X] of unauthorized appro-
priations and up to [Y] of authorized appropriations.
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2. Within two days after the message is received, it would be introduced by
the Jeadership of the body in which the relevant appropriations bill csriginated

If no action is taken after three days, any member may introduce the rescission
bill.

3. The rescission bill is automatically referred to the appropriations comumit-
tee of the relevant body, and must be reported back to the full body within seven
days, without amendment, with or without recommendation.

4. A vote would then be required by the relevant body no later than ten days
after the original date of introduction. No amendments are allowed by the full
H(}use or Senate,

5* If the bill is passed by simple majority, it is sent to the other body for con--

"sideration under an identical procedure. If the bill is defeated in either the
House or Senate, the funds must be spent as originally appropriated.

6. No funds could be appropriated under the original appropriations bill

until Congress has voted on the President’s proposed rescissions, These expedit-

ed rescission procedures would only apply to appropriations bills, not revenue
raising bills or authorizing legislation. The bill passed by the House would give
these new powers to the President for a two year period.

-

Appeﬁdix 2: Committees You Can Eliminate
Through Executive Order

A sample:

. Advisory Panel for Animal Learning and Behavoir

Weather and Climate Coordinating Committee

Varroa Mite Negotiated Rulemaking Advisory Comumittee

Academic Advisory Council to the Public Printer

Library of Congress Advisory Committee on the American Revolutions Bicentennial
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. Interagency Cultural Heritage Preservation Preparedness Committee

joint Sponsoring Committee for the Papers of Joseph Henry

General Conference Committee of the National Poultry Improvement Plan
Art Advisory Panel of the Communissioner of Internal Revenue

Thrift Institutions Advisory Council .

Flue Cured Tobacco Advisory Committee |

United States Organization for the International Radio Consultive Comumittee
Advisory Committee on Meat and Poultry Inspection

Agricultural Technical Advisory Conunittees for Trade in:

Cotton, Dairy Products, Grain and Feed, Livestock and Livestock Products, Ollseeds
and Products, Poultry and Eggs, Processed Foods, Sweeteners, and Tobacco
Dietary Guidelines Advisory Commission, LA

Florida National Scendc Trail Advisory Council

National Advisory Committee for Tobacco Inspection Services

National Advisory Committee on Cotton Marketing

National Advisory Committee on Microbiological Criteria for Foods
Importers and Retailers’ Textile Advisory Cotnumittee

Management-Labor Textile Advisory Committee

National Sea Grant Review Panel

Air Force Reserve Officers Training Corps Advisory Committee

Defense Communication Agency Sientific Advisory Group

Defense Language Institute Board of Visitors

Defense Policy Advisory Committee on Trade

Special Operations Policy Advisory Group

Strategic Defense Initiative Advisory Comunittee

American Statistical Association Commintiee on Energy Statistics

Basic Energy Sciences Advisory Commitiee

Health and Environment Research Advisory Committee

National Coal Council

National Petroleum Council

Advisory Committee to the Director, NIH

Advisory Panel on the Development of Uniform Needs Assessment Instruments
Cancer Clinical Investigation Review Commiitee :

Genetic Basis of Disease Review Committee

Immunization Practices Review Committee

National Advisory Committee on Rural Health

National Advisory Committee on Migrant Health

. Pharmacoligical Sciences Review Comumittee

Prevention Centers Grant Review Comumittee

Program Advisory Committee on the Human Genome
Psychopharmacologic Drugs Advisory Comumittee

Pulmonary Diseases Advisory Committee

Secretary’s Council on Health Promotion and Disease Prevention
Technical Advisory Committee for Diabetes Translation and Community Control
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AN END TO WELFARE As WE KNnow IT

In your campaign, you set forth two ideas with the potential to transform the
lives of millions of Americans: that people whe work shouldn’t be poor, and that no
one who can work should stay on welfare forever.

These ideas represent a sweeping political, economic, and moral imperative for
your Administration: to reward work and family, demand personal responsibility, and
build broad and lasting support for programs that empower people and break the cycle
of dependerice.

We know the problem: over most of the past three decades, Washington has bur-
dened the poor with social policies that penalize work and reward failure, economic
policies that favor the rich and punish the poor, and a welfare system that saps initia-
tive and undermines personal responsibility. The Los Angeles riots last year proved
that the greatest risk of all is doing nothing.

In other chapters, we address empowering the poor by improving the commuri--
ties in which they live: community development banks, tenant management of public
housing, community policing to put 100,000 cops on the beat fighting crime. This chap-
ter is about what the Clinton Administration can do to make work pay, inspire personal
responsibility, and end welfare as we know it.

Political Background

During the campaign, you put forward an empowermert agenda that is pro-
family and pro-work, including pledges to expand the Earned Income Tax Credit
(EITC), make affordable health care available to all, crack down on child support
enforcement, and reform the welfare system to educate and train people, and require
them to move from welfare to work within two years.

Many of these proposals will be waii received in the Congress, where there is
much support for an expanded EITC and tougher ¢hild support enforcement, The cen-
terpiece of your welfare reform plan — the two-year t:s.me limit — will be more contro-

- yersial,

Four years ago, even though both the Reagan Administration and the congres-
sional Democrats supported welfare reform and organized opposition was scarce (the
Senate vote was 97-1), the issue tied up Congress for over a year. This time the task will
be more difficult. Public employee unions and maost advocacy groups oppose work
requirements, and some on the Hill share that view. These opponents will not attack
the new Administration directly if they can help it, but behind the scenes they will

work to expand the exemptions, weaken the sanctions, and undermine the work
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requirement, © B o - RS

Due to these impédimenfs, the support of ﬂ;@:ﬁu be critical -~ even more
important than it was in 1988. Gov. Romer has o his help, and Carol Reasco has

asked the NGA to set up a working group to help us develop a bill they can support.
Sen. Moynihan and Rep. Matsui (the new head of the Ways & Means subcommittee)
have told us they support this strategy of enlisting state support.

_ Significantly, the Republican members of the Ways and Means Comunittee are
drafting a welfare reform bill that implements major parts of the Clinton proposal.
These Republicans are actually prepared to spend some real money on the program ($3
billion a year in the out years), so it should be possible to develop a bill with bipartisan
and nationwide support.

Strategy

We believe the key to building public support for fundamental reform is time-
limited welfare. The key to getting the political support necessary to pass fime-limited

welfare is to expand the EITC and strengthen child support. And the key to making

sure ime-limited welfare work is to support and encourage flexibility, creativity, ané
innovation at the state ievei

We believe that you have an opportunity to enact the most sweeping changes in
poverty policy since the 1930s: a series of reforms that over the next 5-10 years will
replace welfare with work. We envision a plan that takes effect in stages: first, by mak-
ing work pay, eliminating work disincentives, and strengthening child support enforce-
ment; second, by giving people on welfare up to two years of education, training, and
job search assistance; and finally, by requiring all those who can to wark, either in the
" private sector or community service,

In the meantime, we would be building the pillars across the country to support
this system: a national service program with community service placement councils at
the locdl level; a health care system that makes affordable care available to all who
work; fully-funded early childhood intervention, nutrition, and heaith programs that
make sure all children, regardless of income, can come to school ready to leany; housing
programs that give families a stake in how and where they live; and a child support
system that enforces personal responsibility through the tax code, not the courts.

That, at least, is the vision. Here are the hard realities of how to get there.

.. 57
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EXPANDING THE EARNED INCOME TAX CREDIT TO
MAKE WORK Pay

The guarantee that no one who works full time should have to raise their chil-
dren in poverty involves two variables — the minimum wage and the earned income
tax credit. On the one hand, the higher the minimum wage, the smaller the EITC needs
to be in order to bring full-time workers and their families up to the poverty level. But
the EITC is a much more effective tool to fight poverty than the minimum wage. While

.a larger EITC may cost more in direct outlays, its cost to the economy — and to poor
peopie ~ is much less.

With indexing of the minimum wage at 1992 levels, it will take a $4 billion
increase in the EITC to lift all working families of average size out of poverty. If the_
minimum wage is not indexed, it will cost ancther $500 million. ‘I'hJs isa small price to
pay compared to the effects of an indexed minimum wage.

A National Crackdowsn on Deadbeat Parents

The Family Support Act of 1988 required states to 1) ask unwed mothers for both
parents’ Social Security numbers; 2) begin mandatory withholding; and 3) establish uni-
form state guidelines for child support payments. The law is working, so far as it goes
(vollections are rising 10% a year), but the system is still a mess: Wages are withheld in
only one of five cases where they shouid be. One absent parent in four is a deadbeat. It
takes one to three years of red tape to track down a deadbeat, and even then he may not

PRy

The Bush administration has been slow to carry out the 1988 law. The federal
enforcement bureaucracy is @ nightmare -~ one state’complained to Congress about
~ cases it had referred to the IRS for collection in the late 1970s that still had not been
enforced.

We propose the following these:steps to follow fhroufghr;g;y@nr campaign
pledge to “do almost anything to get tough on-child:support enforcement” and restore
the notion that governments don’t raise children, people do.

IRS Collection of Unpaid Support

~ The current enforcement system performs poorly, and federalizing it would cre-
ate a unified system in place of the current fragmented one which involves every
branch and level of government. But turning the existing child support system over to
the IRS would be a massive, costly, and unpopular undertaking. Even the staunchest
advocates of full federalization believe it is years away. They recommend that we fix
the problems with the current system before considering full federal control.
3



As an interim step, we recommend keeping most enforcement activities at the '
state level, but asking child support agencies to report unpaid child support obligations "H}
to the IRS at the end of the year, to be collected through the tax system. We should ™
probably limit IRS intervention to interstate cases, where the states are least successful.

Tom Downey and most child support advocates would support expanding the
IRS role, but some think that going halfway would further fragment an already
unworkable bureaucracy. (David Ellwood, for instance, prefers experiments in child
support assurarce, as described below.) The argument for moving toward IRS collec-
tion is that it has enormous long-term potential, and any additional enforcement would
~ be better than nothing.

Other:Child Support Reforms

. October, Cengréss; passed one of your campaign proposals into law, making it
: & felony to cross state lines to avoid paying child support. But much more needs to be
done, We recommend the following changes, which should attract bipartisan support:

. Requiring states to report deadbeat parents to major credit agencies.

. A national registry which would allow states to find non-custodial par-
ents who have moved to other jurisdictions.

"y

o National guidelines so that child support awards do not differ markedly -
from state to state, |

. A streamlined paternity process involving paternity determi;wtie;x in hos-
pitals, use of a simple affidavit, and use of the administrative process for
contested cases.

“o" " Tougher enforcement of medical support, including elimination of the
‘ existing statute that allows self-insured companies to avoid providing
= heaith coverage for the non-custodial children of their employees.

. A requirement that all states have central registries of all child support
orders and a central mechardsm for collecting and disbursing payments;
also, employers should be required to report all new hires to the child

support agency; and

+  Eliminating the current confusing incentives system, with money used for
this purpose folded into the regular [ child support match
so that the federal government picks up 85 percent of administrative
costs; at the same time, requiring states to spend their federal child sup !
port enforcement funds on child support enforcement, instead of using S
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them to subsidize other programs.

¥

Child Support Assurance Demonstration Projects

Many experts, including Ellwood, believe that ime-limited welfare will work
only if it is linked to some form of child support assurance, which would guarantee that
single-parent families receive a certain amount of money per child, in return for identi-
fying the missing parent and helping track him down.

The advantages of child support assurance are clear: It would help the thou-
sands of children who go hungry when their fathers don’t pay, and it would give wel-
fare mothers a greater incentive to cooperate in seeking child support orders.

But the drawbacks are also clear: A national system of child support assurance-
would be expensive ($2-5 billion & year), and we don’t know whether it will work.
Many argue that fathers will be even less likely to meet their child support obligations .
if they know that government will provide for their children whether they pay or not,
and that child support assurance could encourage parents to have children or families
to break up in order to receive money In any case, government shouldn’t promise to
make child support payments until it proves it can collect them. -

x We recommend a series of demonstrations to see whether child support assur-
ance works before committing to a national program. At the same time, we can mea-
sure how much our other initiatives do to improve child support enforcement.

ENDING WELFARE As WE Know IT

The heart of your promise to those on welfare is a radical transformation of
AFDC from a program that provides income maintenance to one that provides transi-
tional support and work. This proposal has three components: (1} everyone who needs
help can get up to two years of transitional assistance (job search, education, training,
child care} aimed at getting them off welfare; (2) cash benefits will be limited to two
years; (3} after two years, all those who can work will have to work.

Below, we outline three possible ways to fulfill the vision laid out in the cam-
paign. You should judge them on at least four criteria:

1. Feasibility ~ Can the states make the program work in the time frame demand-
ed, under the constraints imposed and within the available funding? This is no small
challenge; as many as 1.5 million AFDC recipients could be required to work under this
program, and even CETA at its peak never topped 800,000 participants. CWEP, the
work component of JOBS, currently has only 13,000 participants nationwide,
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2.  Results ~ Does the reality match the rhetoric? Have we ended welfare as we
know it? The reforms have to have wide impact to satisfy public expectations of a real
change and to prevent criticism of the program as ineffective. Many will judge success
by the toughest standard: the number of people who have moved from welfare to work.

3. Cost — Can we afford it? Can the states afford it? And what will we really get
for our money?

- 4, Flexibility - It is up to the states to prove that time-limited welfare can work.
Surprisingly little research has been done on the overall effects of work requirements on
AFDC recipients. Any national program must encourage all manner of experimenta-
tion at the state level. ,

Ort1iONS FOR TIME-LIMITED WELFARE

Option 1: Universal Workfare

— ——

The most literal implementation of your promise would be to seek an immediate ‘

two-year limit on ali AFDC benefits and to move as rapidly as possible to implement a
nationwide work program for those who pass the limit. States would be required to
provide two years of education and training to all who need it, and comply with a rela-
tively rapid timetable for phasing in a work program that would apply to all AFDC
recipients after two years, subject most likely to current JOBS exemptions.

Advantages: The best argument for this approach is that it would be a s}‘uxk to
the system, and send a clear, immediate signal that you're serious about ending wel-
fare. Some reformers, mcludmg Mickey Kaus, believe that a two-year limit is itself too
lenient, and that phasing it in over a long period of time will dilute any impact. This

best chance to point to large numbers of people moving from welfare to work. The cost
per person would also be lower, because most states would tum to workfare rather
than public jobs programs.

. option;would affect the largest number of people most quickly, and would give you &i]

Z)isadvantages: This approach would require a massive, rapid phase-in of a pro-
gram with which the states have little successful experience. The faster the implemen-
tation and the larger the number of participants, the higher the cost and the greater the
odds that the program will be plagued by poor implementation, the appearance of
make-work, and so on.

This approach would aiso have a chilling effect on state experimentation with
creative welfare reform. The more the program demands of states, the less they will be
able to take on other challenges. Finally, because of the large scale programs, it would
be very expensive — at least $4 billion a year by 1995 on jobs programs alone — and the
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 federal government would have to pick up most of the cost.

Perhaps the most compelling argument against universal workfare is that it
moves us no closer to your real goal, which is to move people from welfare to real
work, not just make them work for their welfare.

Option 2: Demonstration Projects

David Ellwood initially proposed a modest transition to time-limited welfare,
starting with ambitious experiments in a handful of states and gradually adding more
states over time as we learn what works. He fears that moving too quickly to a two-
year time limit nationwide will discourage innovation, overwhelm the capacity of the
system, and ultimately lead to workfare, which he opposes. He has outlined a more
cautious strategy: )

1. Choose a dozen states that are eager o reform their welfare systems, and require
them fo design policies that will reduce the fraction of recipients who receive welfare
for more than 2 years by 25% without cutting benefits. Give the states considerable lati- |
tude to experiment and redirect existing funds, so long as their plan clearly encourages
work and independence.

2. Require participating states to design a system that can track recipients’ partici-
pation in employment and training. A comprehensive evaluation plan will have to
accompany the state proposal.

3. Require participating states to adopt some form of time-limited cash assistance
for those who can work. Some states could adopt CWEP, while others could try time-
~ bimited welfare followed by a public/private jobs program.

4 Require all 50 states to dramatically improve their child support enforcement
system. Some would be enmuraged to adopt child szzpport asszzranm -all would have
to move rapidly to adopt a series of major mfnms

5. Entice states to participate by offering a high federal match — 30% or more. .
Eventually, all states would be required to participate. In the meantxme, we could enact
other changes that will help reduce the welfare rolls and make work pay: an expanded
EITC, tougher child support enforcement, and national health care,

Advantages: This approach has some appeal. It will encourage state experimen-
tation, produce useful results, and perhaps build both a political and academic consen-
sus for further action. It avoids the risk of creating a CETA-style workfare program that
could turn welfare reform into a national embarrassment = and it could be achieved for
a lot less money ($500 million to $1 billion) and very little political capital. Ellwood
believes that the best time-limited welfare system is one where no one reaches the limit,
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" and it would be a mistake to focus all our attention on making people work iris;ta;d of
moving them off welfare.

. e
Disadvantages: There are obvious drawbacks to any effort to ;aw-dame?the
problem. First, asking a few states o conduct experiments in welfare refo out

enacting a two-year time limit will not end welfare as we know it. Many observers will
comsider this issue the key test of whether you are willing to take on the status quo, and
pilot projects will be viewed as at best a broken promise and at worst a concession to
narrow interests. More important, without a two-year time limit and a work require-
ment, the Clinton Administration will put off progress in the majority of states and
won't move many people from welfare to work.

Option 3: Phased-In Time Limits

This is the “modified demonstration” option. Some aspects of the program
would be universal: ali AFDC recipients would be guaranteed up to two years of edu-
cation and training, and all new AFDC cases wouid have to go to work after two years.
But sweeping welfare reform experiments would be funded in a handful of states most
interested in reform while phasing in national unplementatwn of time limits for all
recipients over the next decade.

Here are the key elements;

1.  All AFDC recipients would be guaranteed education and training services dur-
ing the first two years of welfare receipt.

‘2. Asof the effective date of the legislation, all individuals coming ezm} the AFDC
rolls would be subject to a two-year time limit, after which they would have to work (in
other words, the time limit would apply to all new cases}.

' 3. A handful of states would be funded to run five-year demonstration projects to
test and evaluate ways of implementing the work requirement and creative welfare
alternatives that are broader in nature. As in Ellwood’s plan, states would be allowed
to redirect existing funds for AFDC, food stamps, and other aid so long as the plan
encourages independence without reducing the incomes of most recipients, Rigorous
evaluations would be required, and the results of these would be made available to all
other states for use in designing their programs. '

4, Five years after the legislation becomes effective, all other states will submit
plans to the Secretary of HHS for phasing in the work requirement for those Iong-tem
recipients already on the rolls on the bill’s effective date. This phase-in must, in all
cases, be campleted by year 10.

Advantages: Th:s optwn gives states more time to gear np"far_ the work require-
. 8 N .
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ment. Rather than forcing states to find work for 1.5 million people in a short time
frame, applying the requirement only to new applicants would affect a much smaller
group, according to unofficial CBO estimates:

Year3 = 179214
Year 4 422,979
Year 5 609,543

This option establishes the principles of time Hmits and work requirements. It
fulfills your campaign commitment, since in time all AFDC recipients will be subject to
the work requirement.

Disadvantages: This approach will cost more than Ellwood’s option — $4 billion
a year by 1997, As with Option 1, states will still be hard pressed to fmd meaningful
work for large numbers of AFDC recipients.

Summary

We favor Option 3 as the best way 10 encourage experimentation while requiring
broad participation. We believe this proposal can attract a wide range of support from
academics like Eltwood, policymakers like Senator Moynihan, and reform-minded gov-
ernors across the country. The details of such a compromise option may be tough to
figure out, but we would like to explore these options and others in more depth with
the NGA and state welfare directors.

OTHER ISSUES

-~ Whichever option is chosen as the overall framework for welfare reform, a num-

ber of thorny design issues will confront us in drafting a bill and affect how labor, the
states, and liberal advocacy groups ultimately view the program. Some of these issues
are mentioned bejow,

‘Should ggiz:cgtib;z and g‘rai;:ing during the first fwo years be mandatory?

. Some will argue that the goal of welfare reform should be to increase human
capital investment. They advocate making JOBS participation mandatory during the
first two years. This would be expensive and increase the burden on states.
Furthermore, as many as 30 percent of new AFDC recipients leave the rolls within the
first six months, 50 a mandatory program would spend resources on individuals who
are in the process of leaving welfare anyway. We recommend leaving it up to the states
~to decide whether participation should be mandatory for particular groups, although
we should consider mandatory participation for teen mothers. We also urge job search
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programs, on the grounds that job placement is better than training,
What form should the work program take?

There are numerous models for work programs, and no definitive research as to
which is best. We recommend maximum state flexibility in designing the work pro-
gram. Options would include:

. Community Work Experience (CWEP}, or workfare, which involves working ina
community job for a number of hours determined by dividing the welfare grant by the
minimum wage. CWEP is relatively cheap and easy to target, but is unpopular with
public employees and advocacy groups.

“ Public Service Employment {PSE), in which those who work are paid an hourly -

wage, and those who do not work get nothing. Some allowance would undoubtedly
have to be built in to continue providing for the children, but AFDC itself would end.
PSE feels more like a real job, and is more popular with labor. It's alse more expensive,
as labor will likely push for at least 125% of the minimum wage.

Subsidized private sector employment would clearly be the preferred model.
For years, AFDC law has permitted diversion of welfare grants to employers who hire
recipients. While states have never taken to this approach (employers complain about
the administrative burden), groups like America Works bave been very successful in
moving people off welfare into private sector jobs.

We recomumend letting states decide for themselves which kind of work program
to use for those who remain on the rolls after two years — Community Work
Experience (CWEP); Public Service Employment; subsidized private sector employ-
ment; or a combination, That will assure a range of evidence for researchers to study.

Where will we find 1.5 million new jobs?

As with the national service program, community service jobs for AFDC gradu-
ates should not displace existing public employees. A Ford Foundation study in 1986
identified some 3.5 million potential labor-intensive jobs that could meet unimet public
- needs. But it still won't be easy to find jobs for welfare recipients. We will work with
AFSCME and -service organizations to identify the types of work that should qualify,

and develop guidelines for dealing with the difficult issues of displacement that will

come up consistently throughout the country.

To reduce bureaucracy, the same local councils described in the national service

chapter could be asked to find community service work for welfare recipients. One’

day, it may be possible for those who are earning their national service vouchers and
" those who have moved off welfare into public sector jobs to work side by side.
10




How much work will be requived?

Currently, in low-benefit states, the CWEP work obligation is so short as to make
the program of little value (in some states it's under 10 hours a week). As a result,
about half the states have eliminated the program altogether. We recommend adding
the value of food stamps to the AFDC grant in computing houts of work, or setting a
fioor on the number of hours recipients have to work. While this will be highly contro-
versial, it will also result in a2 more meaningful work obligation in all states {for mothers

with children under six, the work obligation would still be 20 hours/week, as under
current law).

What is the sanction for not working?

The sanction for not working after two years needs to be more meaningful than
under the present CWEP structure. In Ohio, for instance, the average recipient assigned
to CWEP is suppased to work 80 hours per month. If she doesn’t, she loses $60. Since a
third of this is made up by an increase in food stamp benefits, the net loss is around
$40. In effect, for every hour she misses, she loses 50 cents. We recommend that the
states be required to design more meaningful sanctions, perhaps in the range of 30-50
percent of AFDC benefits. This should probably be designed as an automatic reduction
in benefits rather than a sanction to make the program less unwieldy to administer.

Who should be exempt from work requirements?

The Family Support Act currently exempts mothers with children under 3, preg-
nant women in the last two trimesters of pregnancy, and several other smaller cate-
gories from JOBS participation. We recommend exempting these same groups from the
new work requirement with two exceptions: mothets who have an additional child
while on welfare would only be exempt until the child is one, and teen parents should
be exemnpted as long as they remain in school and are under 18 (it makes little sense to
force a 17-year-pld weifare mother to drop out of high school because she has been on
AFDC for two years so that she can go to'work). ' Finally, the two year grace period
ought to be a one-time matter — recipients would not get another two years every time
 they return to the AFDC rolls.

- How should federal funding be structured?

Welfare reform of the magnitude being discussed will cost around $4 billion
when fully phased in — plus another $4 billion to expand the EITC. We can hardiy
expect states to provide much of that welfare money when they have only been able to
spend two-thirds of the funds available to them in the existing JOBS program. One
option, of course, is to provide 100% federal money, but this reduces the states’ incen-
tive to manage the money carefully (or so it is said). A workable funding structure
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should te the subject of a working group with representatives of the states {NCA &
APWA) prior to submission of legislation,

Should states be allowed to impose their own time limits on
community service?

Some Republicans may propose taking your idea one step further, by calling for
a time limit on public works programs as well. They will argue that our community
service proposal will prove to be a disincentive to working in the private sector, and
that instead of moving people off the welfare rolls, we will simply be paying them to
stay there. We can rebut this argument by making sure that mandatory job searches
are a cempe:zent of any works program.

Other Empo werment Inttiatives

We should raise the AFDC asset limit from $1,000 to $10,000 for assets.retained
for improving the education, training, or employability of family members, or for the

purchase of a home or change of residence. In particular, the value of an automaobile

that AFDC recipients are permitted to own needs to be raised from its present $1000,

You may also want to consider some kind of experiment in Individual
Development Accounts to help the poor save — either Tfmy Hall's demonstration bill
($3100 million in federal matching funds for “the poor man’s IKA”), or a more conserva-
tive pilot project that allows welfare recxpwzxts who lose benefits when they go to work
to keep some portion of those benefits in an escrow account that could be used for an
education or first home.

Finally, we can begin to reduce the marriage penalty, by allowing mothers to
keep & portion of their welfare benefits When they get married (but only for the two-
year time Hmit).

A Note on Budget Estimates

We assume that these policies will result in roughly an 8 percent reduction in
AFDC payments by the fourth year. This is in the range of reductions that have been
experienced in other welfare reform demonstrations, particularly those administered by
MDRC. Some will argue that there {s no evidence that work requirements, as such,
reduce welfare caseloada, On the other hand, the Clinton program includes a range of
-policies that goes well beyond simply mandating work. Indeed, this is a more ambi-
. Hous set of policy changes than has been attempted previously. ’

12




Advisers Cozzsulged

David Ellwood, Harvard

Paul Legler, Harvard

Paula Roberts, Center for Law & Social Policy

Mark Greenberg, Center for Law & Social Policy

Nancy Ebb, Children's Defense Fund

David Kass, American Public Welfare Association

Harry Wiggins, IVD State Directors

Geraldine Jensen, Association for Children for En.ff:m:ement of Support
 Bob Greensiein, Center for Budget & Policy Priorities

Isuac Shapiro, Center for Budget & Policy Priorities

Susan Steinmetz, Center for Budget & Policy Priorities

Will Marshali, Progressive Policy institute

Belle Sawhill, Urban Institute

Judith Gueron, Manpower Demonstration Research Corporation
Sid Johnzson, American Public Welfare Association

Nanine Micklejohn, AFSCME

Mary Logan, ARFL-CIO ’

Doug Besharov, American Enterprise Institute

Jan Peskin, Congressional Budget Office

' Ray Shepatach, NGA

13



B WELFARY, REFORM !
PROGRAM FYose | Fysd | FY$3 | FYs6 | FY97 | FY98 | 9498 )
Fxpanded ETTC 300 ¢ 1000 | 2000 | 4000 | 4200 | 4400 156 ‘.
Expanded JOBS ¢ 600 | 1500 | 2600 | 3800 | 4000 125
Chird Support 0 200 | L300 400 500 £00 2.0
Caseload Reduction 0 o <400 | «800 | 2000 | 2200 | -5400
WELFARE SURTOTAL J00 1200 440 8.208 6.500 &8 24706

......

-




AN END TO WELFARE As WE KNow IT

In your campaign, you set forth two ideas with the potential to transform the
lives of millions of Americans: that people who work shouldn’t be poor, and that no
one who can work should stay on welfare forever.

These ideas represent a sweeping political, economic, and moral imperative for
your Administration: to reward work and family, demand personal responsibility, and
build btoad and lasting support for programs that empower people and break the cycle
of dependence.

We know the problem: over most of the past three decades, Washington has bur-
dened the poor with social policies that penalize .work -and reward failure, economic.
policies that favor the rich and punish the. poor, and a welfare system that saps initia-
tive and undermines personal responsibility. The Los Angeles riots last year proved
that the greatest risk of all is doing nothing.

In other chapters, we address empowering the poor by improving the communi- -
ties in which they live: community development banks, tenant management of public
housing, community policing to put 100,000 cops on the beat fighting crime, This chap-
ter is about what the Clinton Administration can do to make work pay, inspire personai
responsibility, and end welfare as we know it.

Political Background

During the campaign, you put forward an empowerment agenda that is pro-
family and pro-work, including pledges to expand the Earned Income Tax Credit
(EITC), make affordable health care available to all, crack down on child support
enforcement, and reform the welfare system to educate and train people, and require
them to move from welfare to work within two years.

Many of these proposals will be well received in the Congl‘ess where there is
much support for an expanded EITC and tougher child support enforcement. The cen-
terpiece of your welfare reform plan ~ the two-year time limit ~ will be more contro-
versial. ,

Four years ago, even though both the Reagan Administration and the congres-
sional Democrats supported welfare reform and organized opposition was scarce (the
Senate vote was 97-1), the issue tied up Congress for over a year. This time the task will
be more difficult. Public employee unions and most advocacy groups oppose work
requirements, and some on the Hill share that view. These opponents will not attack
the new Administration directly if they can help it, but behind the scenes they will
work to expand the exemptions, weaken the sanctions, and undermine the work
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Due to these impediments, the support of the states will be critical = even more
important than it was in 1988, Gov. Romer has offered his help, and Carol Rasco has
asked the NGA to set up a working group to help us develop a bill they can support.

Sen. Moynihan and Rep. Matsui (the new head of the Ways & Means subcommittee)

have told us they support this strategy of enlisting state support.

Significantly, the Republican members of the Ways and Means Committee are
drafting a welfare reform bill that implements major parts of the Clinton proposal.
These Republicans are actually prepared to spend some real money on the program (§3
billion a year in the out years), so it should he possible to develop a bill with bipartisan
and namnwde support.

Strategy

We believe the key to building public support for fundamental reform is time-
limited welfare. The key to getting the political support necessary to pass time-limited

welfare is to expand the EITC and strengthen child support. And the key to making

sure time-limited welfare work is to szzppcrz and encourage flexibility, creativity, and
innovation at the state level.

We believe that you have an opportunity to enact the most sweeping changes in
poverty policy since the 1930s: a series of reforms that over the next 5-10 years will
replace welfare with work. We envision a plan that takes effect in stages: first, by mak-
ing work pay, eiiminating work disincentives, and strengthening child support enforce-
ment; second, by giving people on welfare up to two years of education, trammg and
job search assistance; and finally, by requiring all those who can to work, either in the
private sector or community service.

“In the meantime, we would be building the pillars across the country to support
this system: a national service program with community service placement councils at
the local level; a health care system that makes affordable care available to all who
work; fully-funded early childhood intervention, nutrition, and health programs that
make sure all children, regardless of income, can come to school ready to leam; housing
programs that give families a stake in how and where they live; and a child support
system that enforces personal responsibility through the tax code, not the courts.

That, at least, is the vision. Here are the hard realities of how to get there.




Children and Families

The United States is one of the only industrial nations to igniore the importance
of children and families in its tax code and social policies. Over the last twenty years,
economic pressures on America’s families have increased dramatically while
Washington has stood by — and sometimes made things worse. The results of our
short-sightedness are plain in every American city: exploding child malnutrition and
poverty; & divorce rate bordering on 50 percent; an epidemic of teen pregnancy and
youth violence; and, worst of all, an entire generation of children raised without hope.

Throughout the campaign you talked about the importance of families to our
nation and children to our future. You promised the American people you would give
the nation policies that value families. No issue i5 more important.

The ideas which follow form the backbone of & progressive government policy teo
put children and families first. These ideas are not controversial, but they will signal a
fundamental change in social policy. We recognize that governments don't raise chil-
dren - families do. But government can help families raise their kids in good health, -
. with a decent education, and an equal chance to live up to their potential,

The children’s agenda which follows emphasizes early childhood develapmezxt
and school readiness. Enacting these proposals will ensure that our children receive
guality care, enter school ready to learn, and receive proper immunizations and nour-
ishment.

Children's Agenda

'1 Improve child care,
2. Fully fund Head Start to serve all eligible 3- and 4-year-olds.
3, Fully fund WIC by 1997. :
4. Fund programs like HIPPY and Parents As Teachers.
- 5. Increase child immunizations.
6. Enforce the Children's Television Education Act.




The family agenda will empower families to stick together.and get ahead. We
will provide tax relief to families with children, fight teen pregnancy, and enact the
Family and Medical Leave Act.

Family Agenda

Acknowledge federal responsibility for family policy.
Develop a teenage pregnancy prevention campaign.

Sign into law the Family and Medical Leave Act.

Increase the personal exemption for children.

Make the dependent care tax credit refundable.

Provide intensive services to at-risk families,

Expand federal efforts to encourage adoption.

Make the federal government into a family-friendly emplayer

MmN s N

We believe these ideas will help you live up to the promise held forth by your
campaign — that in Bill Clinton’s America, we don’t have a child to waste.

PurtinG CHILDREN FIRST

Child Care

Recommendation:

1. Issue a policy memorandum to the states emphasizing quality assurance
and encouraging general standards.

2. Fund the Grants for Licensing and Monitoring ?ragram

3. Reissue a regulation to allow states to pay different rates for different lev-
els of child care.

Experts and advocates agree that you do not need to make major changes in the
major federal child care program, the Child Care and Development Block Grant, until
" its reauthorization in 1995, But there are other ways you can improve child care —
administrative actions that will encourage states to focus on quality.

The Bush Administration asked states to guarantee only minimal protection of
children, You can demand more by directing HHS to work with the states to encourage
stronger licensing criteria and provide guidance on how o set standards and license
and train providers,



One unpcrtant mgmatcry change would help states mceurage qzzalzty day care.
Right now, statutory language requires states to take info account variations in care
when deciding payment rates, but regulations effectively cancel this requirement.” By
changing the regulations, you can give states an important toal to encourage better
child care with higher payment rates.

It will also be helpful to suppcsz't some funding for the state-oriented Grants for
L:censmg and Monitoring program, authorized at $50 million but not yet funded.

These steps will indicate your firm commitment to strengthening child care, but
they will not fully satisfy the advocacy groups. They would like to see the Block Grant
doubled to $1.8 billion for FY%4.

Others will argue that the focus on standards is a backdoor vehicle for tilting the

child care system away from relatives and neighborhoods and toward “professional,”’

bureaucratic services. This issue divided many deeply committed Democrats during
the 1990 debate. Nonetheless, we believe that raising standards and funding the licens-

ing and momtarmg program are the best, most cost-effective way to improve the quai-

ty of child care in America.
Head § tm‘t

_ Recommendation: Increase funding by $1 billion a year for the next 5 years to

provide full services to 3 and 4 year olds, with a § percent set aside for Early Start.
Onee all eligible 3 and 4 year olds are served, the program should implement a sliding
scale to add children over the current income level,

Overall Funding Level

During the campaign, you committed to fully fund Head Start. People disagree
over just what “full funding” involves. Two years ago, it meant providing existing ser-
vices, in most cases part-year and part-day, to all 3 and 4 year olds. But today it aiso
means expanding Head Start to begin providing full-day, full-year programs where

appropriate, and to provide services for the -3 age group.
: A full-day, full-year program will help parents who now need-to find alternative
care in the afternoons and summers, Full-day programs will be especially important for
the children of mothers coming off welfare and going to work. But full day/full year
programs cost more. CDF's goal of 30 percent of the students in a full day/ full year
program and 30 percent in a part day/full year program by 1998 would raise the over-
all cost of Head Start from $2.8 billion to $13 billion. :

We recommend increasing Head Start by $1 billion a year for each of the next 5
years. Such an expansion is in line with Kennedy’s proposal, although it falls short of
COF's goal.
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Early Start

Both CDF and Senator Kennedy propose a new early child development pro-
gram called Early Start. It would provide Head Start services to 0-3 year olds and com-
prehensive services to children and their families, including pre- and post-natal ser-
vices, immunizations, developmental screening, family support services, and home vis-
its (through programs like HIPPY and PAT). Early Start would consolidate several

smaller programs which share some of its goals,

We recommend that you begin to fund Early Start with a 5 percent set-aside from
Head 5Start. Early Start funding should be equally divided between Head Start activi-
ties for children aged 0-3 and competitive grants to provide comprehensive services to
Head Start-eligible families.

Sliding Scale

While no one disputes the success of Head Start, some do worry about segrega-
tion by social class. Currently participants are all from a single economic background,
despite evidence that children do better in programs that are integrated by class. Mike
Smith of Stanford suggests achieving class integration by reconfiguring the program
with a sliding fee scale,

Head Start should examine the feasibility of a sliding scale once all eligible 3 and
4 year olds are being served. This step would require an adjustment in the eligibility
level and 2 10 percent set-aside for children over the poverty line. It would enable
Head 5tart to integrate children of different economic backgrounds and expand services
with funds from sliding scale fees.

You did not commit to a particular dollar expansion during the campaign, but
Head Start advocates will aggressively press for much heavier spending. In addition,
Kennedy is up for reelection in 1994, and he will want to have his imprimatur on what-
ever becomes law. You need to put your own full funding plarron the tabie 50 that oth-
ers canniot make you look like you are backshdmg

. WIC

Recommendation: Full funding by 1997.

According to GAO, pre-natal WIC benefits of $296 million prevent $853 million
in health expenditures in the first year of life, and $1.036 billion over an 1B-year period.
WIC saves money by reducing the incidence of low birthweight by 25 percent.

Currently only 55 percent of eligible pregnant women receive WIC benefits.
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According to CBO, in FY91 there were 8.7 million women, infanits and children eligible
for WIC, but only 4.7 million being served. You can change that by fulfilling your cam.
paign promise and fu;lly funding WIC by 1997

WIC is pcpular ~ not only with Congress and the public, but with business as
well, In March 1991, five CEOs testified before Congress about the importance of WIC,
They will support you again in this initiative.

Cost: 361 million in FY94, rising to $1.1 billion in FY 97.

HIPPY(/Parents As Teachers

~Recommendation: Propose legisiation that establishes a Home Enstruct:on Early

Childhoed Development and Education Program.

As you have demonstrated in Arkansas, home-instructional, parents as teachers
programs help parents and children alike. Programs like Parents as Teachers (PAT) and

the Home Instruction Program for Preschool Youngsters (HIPPY) empower parents to .

change their children’s lives - and change their own in the process.

The federal government should provide matching funds to encourage states to
develop programs ixke HIPPY and PAT. We recommend a 70 percent federal match in
the first two years of the program, moving to a 50-50 split by the fifth year.

Progtams that tecéive funds can serve all families, regardiess of income, educa-
tional background, or family structure. But to ensure that the families that most need
assistance receive benefits, some of the funds should be earmarked for families-at-risk.
Programs should recruit among at-risk families as well, "

- *Each program should train a group of parent educators” who conduct home
visits, group meetings and developmental screening for families. The program should
also create a community referral network through which parents can learn about other
. community services. And each state or local program should have a citizen board to
promote public awareness and expansion, enw.zrage local development, and provide
consultation and guidance

Senator Bond and Representative Wheat introduced legislation in the last
Congress to encourage states to develop early childhood education programs similar to
_ PAT. With your support, this provision should be relatively easy to enact = whether as
a freestanding bill, as part of a school readiness package, or as part of the Elementary
and Secondary Education reauthorization.

Cost: $200 million a year.
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Immunizations

iiecommendaﬁcn, Issue two Executive Orders that significantly increase chil-
dren’s access to affordable zznmunmaﬁons
Currently less than 60 percent of two-year olds in America are fully immunized. ; (
It will take long-term health care reform to solve the immunization crisis, but right nowf
you can take immediate steps to improve matters.

We recommend an Executive Order that requires all federal agencies currently
providing immunizations to purchase vaccines in bulk. This action will quickly reduce
costs and expand coverage. Currently, many government immunization programs buy
vaceines from the manufacturer at high private market prices. You can issue an
Executive Order requiring all agencies to take advantage of the existing purchasing pro--
gram through the Centers for Disease Control, which negotiates much lower prices for
community health centers and some federal programs.

We also recommend an Executive Order instructing the Office of Personnel
Management to require all federal employee benefit plans to insure the full cost of all
recommended childhood vaccines, Inits annual “call” letters, the OPM should inform
all health plans participating in FEHB that they must include full coverage of all vac-
cines in their bids.

Immunization programs are very popular, and these measures should not prove
controversial; indeed, the only question is whether you should go further and propose
a national immunization program. Representatives Boxer and Waters introduced a bill
Iast year that would have provided immunization vouchers to children not otherwise
covered. The bill would also have established a National Immunization Registry
System to track all children in the United States. These more costly efforts can be part
of a health care reform plan in the future, not now; but if the health care plan seems to-
be moving too slowly and the vaccination crisis continues unabated, yc}u may want to

- support these plans right away.
Ceost: None.
Children's Television
" Recommendation: Fully enforce the Children’s Television Education Act.
In the 1980s, conservatives in Congress and the FCC deregulated the airwaves.
In 1984 they eliminated neatly all guidelines and advertising restrictions fer children’s

television. Now we can undo some of that damage.

In 1990 Congress enacted the Children’s Television Education Act, which limits
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advertising during children’s programs, establishes a National Endowment for
Children’s Television, and codifies the broadcast industry’s mspensiblhty to limit vio-
lence and look out for children’s needs. But conservatives in the FCC and broadcast
industry have fought this legislation by relabeling old products and retaining vapid
programming. Just 2s the Republicans recategorized ketchup as a vegetable a decade
ago, today they call the GI Joe cartoon an educational program.

Earlier this month Senator Paul Simon brokered a bma&casters’ agreement to
reduce viclence in children’s programming. It is a good beginning. You should strong-
ly comumit to appointing FCC commissioners who will enforce the 1990 Act.

Cost: None,




A PROGRESSIVE FAMILY PoLICY

Federal Responsibility for Family Policy

Recommendation: Articulate a federal commitment to and responsibility for
strengthening families.

Senator Daniel Patrick Moynihan draws an interesting parallel between family
policy today and economic policy after World War II. The Empioyment Act of 1546 did
little more than create the Council of Economic Advisors, yet it had a far greater impact
than any jobs bill. The reason, Moynihan notes, is that the act declared a national policy
and marked the acceptance of a previously disputed social responsibility. Similarly,
Moynihan suggests, it would be a significant step forward “for a national family policy
to declare that the American goverrunent sought to promote the stability and well-
being of the American family; that the social programs of the federal government
would be formulated and administered with this object in mind; and finally, that the
President, or some person designated by him, would report to the Congress on the con-
dition of the American family.” :

It would be appropriate for the HHS Comumissioner for Children, Youth, and
Families to take the lead in such an endeavor. While Sen.. Moynihan’s family proposals
have sometimes raised hackles in the past, this one appears to enjoy wide support.
Language along the lines he suggests was incorporated in legislation that succumnbed to
the threat of a presidential veto earlier this year.

Cost; Nore,
Teenage Pregnancy Prevention Strategy

, Recommendation: [ssue an Executive Order establishing a task force to: (1)

make recommendations on incorporating teen pregnancy prevention messages and
activities in existing federal youth programs; and (2) launch a media campaign and
information clearinghouse, funded with private contributions.

America spends about $20 billion a year to support the families of teenage moth-
ers. We need a coordinated, broad-based strategy to combat teenage pregnancy. You
can take the Jead and launch a national campaign to prevent teen pregnancies. The
campaign should pull together the resources of government, public education, the pri-
vate sector, the media, and the entertainment industry to develop 2 media campaign,
provide information and assistance to local groups working to prevent teen pregnancy,
and sponsor teen pregnancy prevention demonstration projects.



You can launch this campaign by issuing an Executive Order that establishes a
task force to run the campaign and to review existing federal programs affecting youth
and determine ways they can better address teen pregnancy. The task force will then
work to weave teen pregnancy. prevention into drop-put prevention programs, job
corps, summer youth employment programs, triancy prevention and anti-gang pro-
grams, and the schools.

We recommend setting up a nonprofit wrﬁ:araticn or foundation that will take
private contributions and coordinate the national media campaign, operate a clearing-
house for information on teen pregnancy prevention programs, and make grants to

innovative teenage pregnancy prevention programs around the country. The media

- campaign should ultimately include public service announcements, TV shows, music
videos, billboards and advertising, and school-based instructional programming.

This proposal would be very popular. The effort would require limited govern-

ment funds {on the order of $5-10 million annually} and focus on a proposition that
enjoys wide consensus — that teen pregnancy huris individuals and society as a whole.

The message that “children shouldn’t have children - don’t get pregnant” should

deflect the controversy assoclated with teen pregnancy issues over the last 12 years.

Some questions must be resolved eatly on, such as: Should the campaign pro-
mote abstinence but acknowledge that birth control and abortion are options too?
Should the campaign talk about the risk of sexually transmitted diseases?

Cost: $5-10 million a year.
Family and Medical Leave Act

Recommendation: Early in the first 100 days, sign into law the version of the bill
. which passed Congress last year; on the same day issue an Executive Order appiymg

. -the proviswm to White House and political appointees.

The Family and Medical Leave Act provides unpaid leave for new parents. It

also allows people to take a sick leave when their child, parent, or spouse is ill, or when

they are fll. Last years bill could become the first you sign this year — fulfilling a
promise and signalling change. Key members of Congress and advocacy groups are
willing to fit the process to your timetable. They would like to introduce the bill on
January 5th, but need & signal from you on how to proceed.

Opponents of the bill are likely to try to undermine it with floor amendments.
The sponsors (Dodd and Bond in the Senate; Ford, Clay and Roukema in the House)
believe that members will more easily hold the line if they are voting for what they sup-
ported last year. If you aiter the legislation, you run the risk of a major legislative battle
on what should be an easy political victory.
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The coalition that signed off on this bill last year - a strong and active group of
supporters including labor unions, women’s groups,'and children’s groups — has
agreed not to ask for strengthening language. The only group talking about changes is
the National Organization of Women, which favors applying the bill to businesses
smaller than 50 employees.

For your part, you should consider issuing an Executive Order the day you sign
the bill that applies the terms of the legislation to White House and political employees,
who are not covered by the Act as written. Doing so would send a strong message to
the business community that “we’re all in this together”; you will be giving your
employees the same benefits you require businesses to give theirs.

Cost: None,

Children’s Tax Allowance (Middle Class Tax Rehef}

Remmmendaimn Increase the personal exemption, equalizmg it across tax
brackets, targeting it at families with young children, and providing a refundable tax
credit alternative for those who work.

You can fulfill a campaign promise and support good social policy by giving par-
ents more resources to raise their children. A children’s tax allowance will help the
-middle class, the working poor, and the near poor.

We recommend that you support the provision introduced by Senator Lieberman
in the last Congress. It is similar to Gore-Downey, but focuses on families with young
children. The Lieberman version increases the personai exemption and adjusts it to
provide the same tax value at all income levels. For poor working families who qualify
for the EITC but wouldn't benefit from the increase in the personal exemption, the bill
also provides a refundable tax credit of the same tax value. Because the costs of raising
children decline as children grow older, the proposal dlso phases down the increased
exemption or credit for children above age 5, and above age 9, the exemption refurns to
the current level.

This proposal is slightly more complicated than a flat credit fcr all families, but
* by targeting the working poor and parents with young children, it is less costly and
more effective than maost other proposals. It would cost about $9 billion a year. A
broader credit for all children wauld either be very expensive {up to $25 billion) or
much smaller (in the range of $300-400 per child),

Children's advocacy groups will support refundable tax relief. Moderates and
conservatives will support the credit if it doesn’t cost too much and only helps parents
who work. Rockefeller took heat Iast year because his proposal was expensive and gave
the full credit to those on AFDC.
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Many members of Congress have introduced legislation in this area, including
Rackefeller, Bentsen, Gore, Dodd, and Bradley in the Senate, and Downey in the House.

Dependent Care Tax Credit

Recommendation: Make the credit refundable and phase it down at upper
. income levels.

The Dependent Care Tax Credit (DCTC) is a credit for a percentage of the actual
. expenses incurred for care of a child under 13 or another dependent (a disabled spouse
ar parent who resides with you). It is worth up to $2,400 for one dependent or 4,800
for two or more. The credit ranges from 20% fo 30% of expenses, with taxpayers with

incomes under $10,000 entitled to the maximum and those with incomes over $28,000

ﬂmemmum

Because the credit is not refundable, 1ow~mconw families usually cannot benefit
from it ~ even though they have the most trouble paying their child care bills.

Currently the bottom 40% of households receive only 9% of the subsidies provided by -

. the credit; 49% of those filing for the credit have incomes between $20,000 and $50,000;
and 38% have incomes over $50,000.

Only a refundable credit will ease the financial stress on the working poor. The
added costs of a refundable credit can be paid for by phasing the credit down or out at

upper income levels - lowering it to 10% of expenses for' a $50,000 income or capping
it at $60,000. :

Some people argue that the DCTC should be dropped entirely in favor af a chil-
dren’s aliowance for all parents with children. A children’s allowance would be avail-
" able to families where two parents work and to families where one parent stays home;
the DCTC, in contrast, is available only to the former. The argument for the DCTC is
that families where both parents work {and single parent families) need the added help
which the DCTC provides. The argument against the DCTC is that many families make
a financial sacrifice to have one parent stay at home with childrén during their most for-
mative years, ahd that the public sector should recognize these costs and the equal
© validity of the choice that produces them. :

Sixty percent of women with children under 5 and 80% of women with older
children work outside the home, many out of economic necessity. A children’s
allowance would significantly reduce that necessity. Unless the children’s allowance
were quite large, however, it would not provide working parents with enough money
to stay at home. In many cases working parents do not qualify for Head Start or child
care assistance from the state; in most cases child care is their largest expense after food,
housing, and taxes. In Heu of a large allowance, s refundable DCTC will provide many
working parents with important assistance, improving their ability to afford quality
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day care for their chﬁdren . )

The smbe passed an amendment making the credit refundable with bipartisan
suppcrt in 1990, but it was struck in conference.

Cost: $53 million in FY 94; rising to $1.2 billion in FY 97,
Family Preservation/Foster Care

Recommendation: Fund innovative family preservation services that keep chil-
dren out of foster care.

Besides supporting broad-based programs for all families, the federal govern-
ment needs to ensure that intensive family preservation services are available for fami- -
Lies at risk. In HR. 11, the vetoed tax bill, Congress included a package of amendments
to the current child welfare programs which greatly expanded the support services
available to at-risk families: payments to states for innovative family support services,
substance abuse services for women and children, and respite care for foster parents.
These programs garnered significant support, and the sponsors expect them to be rein-
troduced. The package creates new entitlement spending and must be enacted with 2
revenue raiser.

Federal funding to help states reduce the need for out-of-home placement is a
key to reducing the costs and problems of foster care: By keeping children in homes and
out of foster care, intensive family intervention is highly cost-effective.

Innovative family preservation legislation targets three types of families. It offers
services to families of children in foster care which enable children to return to their
families and enter permanent living arrangements. It offers follow-up care to families of
children who have been in foster care. And for children at risk of entering foster care, it
provides intensive famﬂy preservation effori:s and general family support to strengthen
families.

The entire package of family pmmnon provisions passed the 102d Congress,
and it will be brought up again this Congress in the same form., Dmsmeyand Bentsen
' “led the way on the legislation.

Cost: $95 million in FY 94, rising to $320 million in FY 97.

Encouraging Adoption

Recommendations:

1. Reestablish a national adoption database.
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2. Ensure that adopted children are not dlscrzmmted against in health insurance cov-
£rage.
3. Create a tax deduction for special needs adoptions.

4. issue an Executive Order allowing federal employees to use sick ieave for adoption-
related activities.

A broad-based family preservation agenda should encourage adoptions ~ par-
ticularly of special needs children who cft&zx do not get adopted. We recommiend four
measures: ,

A national adepﬁan database. A complete national adoption data collection sys-
tem was discontinued in 1975, and currently HHS collects information only on adop-
tions supervised by public agencies. By legislation or Executive Order, you can estab-

lish a national system to collect data on how the adoption option is being used, by.

whom, and by what methods. A similar provision was introduced by Senators Gorton,
Nunn, and Pressier. .

HHS would compile the data in an annual report, analyze the effects of govern-

mental adoption assistance, and make recommendations for other actions to remove -

barriers to adoption. The information can guide public policy on the tough adoption
issues: public versus private adoptions, international adoptions, confidentiality, restric-
tions on who can adopt, and so on. It will also help federal and state agencies deter-
mine how to increase adoption of special needs children.

Health insurance. Too often, children placed in homes before the finalization of
their adoptions do not receive coverage under their family’s health insurance, and pre-
existing conditions are seldom covered.

You can ehsure that adopted children are treated just like other children by
amending the Employee Retirement Income Security Act and barring discrimination
against:adopted chiidren in the Federal Employee Health Benefit plan and in CHAM-
" PUS. You can also commit to including in any health reform package the requirement
that adopted children be covered by the family pehcy at the time of their placement
regardless of their physical condition.

Special needs adoption. Over 70,000 special needs chﬁd:en are awaiﬁng adop»
tion, and their problems grow worse as they remain in foster care or group homes.
Providing tax relief for special needs adoption expenses helps adoptive families with
the costs of adoption in much the same way that health insurance, government heaith
care programs, and the tax deductibility of some expenses assist families who give
birth. If you want to support adoption, make it easier for those who are not upper-mid-

dle class to adopt, and encourage the adoption of spec:ml needs children, tax relief is an
important step.
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We recomumend & tax deduction for special needs adoption expenses of up to
$5000, phased out at an income level between $80,000 to $90,000. Because there are
plenty of adoptive parents for children with nio special needs, and because a deduction

for all adoptions would be very costly, the deduction should be available only for spe-
cial needs adoptions.

Federal emplzxy&a adoption policy. As noted elsewhere, you should apply your
family policies in the federal employment arena. An Executive Order allowmg federal
employees to use sick leave for adoption-related procedures (home visits, visits to the
state or country where the child lives, court proceedings) is a cost-free way to support
adoption.

This would be popular among pro-life and pro-choice advocates alike.
Republicans and Democrats in Congress have been active on these issues, including
Senators Nunn, Gorton, and Hatch and Representatives C. szth Armey, and
Schroader.

Cost: A tax deduction for adoptions would cost $1 million in FY94, rising to $18
million in FY97. ‘

- Federal Government as Model Employer on Work and Family Issues

Recommendation: Issue an Executive Order that requires federal agencies to
assess employees” child care needs, encourages the establishment of more on-site day
care, and asks agencies to determine which jobs are appropriate for part-time, flextime,
job sharing and telecommuting,

The federal government is the country’s largest single employer. Pledging to
make the federal government a model employer on work and family issues is a simple,
no-cost way to send a message that your Administration is committed to working par-
ents and their children. And you'll send a special message to businesses - that as the
federal government encourages businesses to become more involved in child care and
eclucation, it is dealing with these issues itself in-inexpensive and productive ways:

Child care. While the Department of Defense has more than 600 child care cen-
ters serving more than 95,000 children, the rest of the governmaent has facilities for only
2,000 kids — though 200,000 federal employees have children who require child care.
We can do better.

Under existing law, the federal government can provide unused space in federal
buildings to child care centers free of charge. But it has not taken full advantage of this
ability. You can issue an Executive Order requiring agencies to survey their employees’
child care needs and space availability, and to make needed child care available to
employees. The federal government should also review the elder care needs of its
employees.
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Flexible Work Schedules. The federal government has already developed some
initiatives for flextime, part-time work, and telecommuting. But policies have not been
consistent within or across agencies, and employees often do not know what options
are available to them. All agencies should be directed to'determine which jobs are
appropriate for part-time, flextime, job sharing and telecommuting, and to make it easi-
er for their employees to participate in these programs.

Last: None.
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Education and Training

. “In the first 100 days of my Administration, I'll give Congress and the American peaple
a real education reform package.”
— East Les Angeles Community College
May 14, 1992

The central goal of your campaign for President and yea: work in Arkansas has
been to dose the opportunity gaps betwaen ourselves and the rest of the world, and
among our own people. Those gaps lie not only in how much we spend on students,
but in the kind of courses they get in school, thé opportunities they have afterward, and
the amount of attention and involvement they get at home.

Other chapters address some of these gaps: -The Children and Families chapter
ineludes proposals for Head Start, WIC, HIPPY, and other efforts to see that every child
comes to school ready to leamn. The National Service chapter lays out 2 plan to expand
opportunity for those who go to college and those who do not. The Crime chapter calls
for & program to make schools safe, and anti-gang initiatives to give young people
. something to belong to besides gangs. Finally, the chapters on government reform and
welfare reform set out ways to close the responsibility gaps in our sodety, from bureau-
crats who would rather shuffle paper than change lives to deadbeat parents who cheat
~ their children out of much more than money.

This chapter deals primarily with elementary and secondary education. It is
based on the goals you laid out during the campaign: to develop a national apprentice-
. ship system that gives students the basic skills they need to get and keep good jobs; to

establish world-class standards in math, science, and other key subjects; a meaningful

_examination system to measure whether our children meet those standards; to make
sure all kids start out on a level playing field, and recognize that all children can learn.
And finally, to challenge gevemment and business to give adults access to the skills
and training they need to compete in ant m&my where. what you can eamn depends on
what you can learn, \

A National Apprenticeship Program

A Strengthened National Education Goals Panel

School Reform

Quality Workforve Development and Dislocated Worker Training
A Supplemental Chapter 1 Appropriation for FY 1993
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Our education strategy is based on clear substantive and political goals.  First,
we believe you will want to show some results early on. For that reason, we have pro-
posed an Executive Order to expand the National Goals Panel.

In the interest of speed, we also recommend that you push Clinton education
reform and appreniix:esh:p legislation independent of the Elementary and Secondary
Education Act. ESEA is up for reauthorization in 1993, and though it would normatly
be the perfect education reform vehicle, it could easily get bogged down until late in the
session. (A strategy for dealing with ESEA is included in an appendix to this chapter)

We have also leaned toward creating new, comprehensive education and train-
ing systems rather than simply pouring more money into old things that don’t work.
For that reason, much of our emphasis in the early years is on planning grants to states
to encourage development of a system that can take us intd the next century.

Finally, our approach to education and fraining is truly “federal.” In every case
~ education reform, apprenticeships, training — we argue that the federal government
should be a catalyst, not the primary provider of services. This approach will encour-
age a wide variety of experimentation at the state level, and allow the states to develop
local strategies that best fit their needs and resources.

A NATIONAL YOUTH APPRENTICESHIP PROGRAM

We believe you should introduce a bill creating a mnonal apprenticeship pro-
gram early in yeur term.

Youth Apprenticeship programs span secondary and post-secondary education,
developing workplace skills and making college morte accessible to a broader range of
the population. Most frequently, programs will combine the last two years of high
school and the first two years of post-secondary schoal into 2 3-year program leading to

*a college-level degree or certificate. Youth Apprenticeship programs involve intensive
learning at the worksite combined with relevant academic instruction. Participating
students should achieve a high level of both academic and work-related skills.

Key components of youth apprenticeship programs include a formal worksite
‘training plan for structured work-based learning; a contract between student, parent,
school and employer; industry certification of skill mastery; a worksite mentor; integra-
tion of academic and vocational instruction both in'school and at the worksite; paid
. work at levels that increase as students progress through the program; career guidance
and exploration for younger students; feeder programs and remediation of students to
ensure broad access and continued participation; and the active involvement of
employers, schools, students, parents, unions, and comununity-based organizations in
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K planning, operating, supervising and setﬁng standards and outcomes.

As you know, creating a national apprenticeship program would be a radical
departure for American society and for the federal government. A few key issues need
to be considered before we take the leap.

- What should we call i¥?

We need to distinguish between “Youth Apprenticeships” as described here, and
the traditional registered apprenticeship programs which have operated in the building
trades and selected other occupational areas. The building trades unions are commit-
ted to preserving the identity of their programs, and oppose the youth apprenticeship
proposals in part because of the confusion over names. We may want iz; find an alter-
nat:ve name to describe our program.

How z:zmy young people can we serve?

There are fewer than 3,000 students presently enrolled in youth apprenticeship

programs which meet the definition described above. Hilary Pennington believes that

an Administration proposal should aim to create 200,000 to 300,000 apprenticeship slots
by 1996 (there are 300,000 people in registered apprenticeship programs), and 1 million
by the year 2000. This target is very ambiticus, and needs careful study.

The only realistic way to achieve such a goal by 1996 would be to build upon
existing programs which meet some but not necessarily all of the components of
apprenticeship programs described above. Over time, these programs may mature into
more full-blown models, depending upon local conditions.

How much can business do?

. Reaching this target will also require an aggressive effort to convince business
and industry to offer paid employment slots. While the legislation described below
offers some incentives for business, there is a large role for continuing Presidential lead-
ership:

1. Challenging the Business Roundtable and other major national business
groups to provide apprenticeships that hire h:gh»school level employees, and to chal-
lenge their suppliers to do the same;

- 2. Requiring major federal contractors, where appropriate, to create appren-
ticeship slots; and :

3.  Creating apprenticeship slots within the federal government.
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Thz National Ya::tk Apprenticeship Act
 Standards

The National Youth Apprenticeship bill would establish a National Council for
Professional and Technical Standards, reporting to the National Education Goals Panel.
The Council should be not-for-profit, chartered by Congress, and eligible to receive
appropriated funds from Congress, private foundations, individuals and corporations.
The Council’s membership should include leading figures from post-secondary educa-
tion, business, labor, governmerd, secondary education, and advocacy groups.

The Council will establish broad performance standards and assessment for col-
lege-level professional and technical certificates and degrees in a limited number of
broad occupational clusters. The standards will establish a core et of skills, which can
be supplemented by states and by individual industries and occupations. This modular
approach allows for the initiative of particular states or industries, while still permitting
mobility across geographic or occupational lines. The Council would determine the
number and nature of the occupation areas, develop the standards, administer the
assessment system, and continuously update the standards and examinations. '

These standards should be utilized throughout the worker training/human
resources system, and not just for apprenticeships.

Developing Programs at the State and Local Level

The National Apprenticeship Program Act would provide support to states and
I::x:a}mes for the cievelcpmmt and mplementatwn of youth apprenticeship programs.

. All states would be eligible to receive planning grants, which would be used to
identify occupation and industry areas appropriate for apprenticeship programs; iden-
tify communities with the potential to start rapidly; deveiop plans for expanding to a
critical mass of apprenticeship opportunities throughout the state over'a five year peri-
od; and plan and begin to build the necessary infrastructure of employer networks,
state and local labor market information systems, and secondary/post-secondary artic-
ulation agreements.

Submission of state plans would constitute an application for implementation

provided on a competitive basis. The intent is to fund first those lighthouse

states which have already been working on apprenticeships and which can therefore

point the way for other gtates. Eventually, all states would be expected and encouraged
to receive five-year implementation grants.

The implementation grants would support the developmental and infrastructure
costs of apprenticeships, This could include seed money for employer organizations:

4



curriculum and staff development; training of mentors in the workplace; development
of assessments; and start-up costs for prototype models. Federal funds would not be
used to subsidize youth employment, or to pay for secondary or post-secondary
instructional programs.

The bill would also create a competitive grant process to support a number of
technical assistance programs throughout the nation. Assistance would be provided on
such key program components as curriculum and teacher development, credentials and
assessment, and formation of employer consortia. The assistance would be aimed at all
levels and parts of the system, including state, local and business leaders, educators
and worksite mentors, and local employer networks.

The bill would establish an R&D program and an aggressive information clear-
inghouse, linked to the technical assistance program. R&D would focus on program
design problems, the effort to monitor student cutcomes, program costs, implementa-
tions strategies and barriers, curriculum design, approaches to work-based learning,
and incentives and strategies for employer involvement.

Program Leadership and Administration

At present, responsibility for vocational education resides in the Departments of
Education and Labor, and in several subcabinet agencies within each of those depart-
ments. These agencies would be important in the future. The need for a business-dri-
ven program that trains workers of real value suggests an'important role for the
Department of Commerce a3 well.

No one has much confidence that any one department could effectively lead and
marnage the development of the apprenticeship system, as these departments function
today. Nor do they believe that any one of the departments has the stature and ¢redibil-
ity with all of the relevant constituency groups required to successfully lead this effort.

8 ?br these reasons, the bill would establish a National Apprenticeship Agency,
combir ining the functions currently housed with the Assistant Secretaries for
Employment and Training, Vocational Education and Higher Education.

A STRENGTHENED NATIONAL EDUCATION GOALS PANEL

We believe the National Education Goals Panel can play a great role in education
reform, if it is given a wider mandate. We propose that you issue an Executive Order
which would strengthen the National Education Goals Panel by:

’ Giving it responsibility for the development of work-related and appren-
ticeship technical and professional standards, in addition to its existing
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responsibility for student performance standards at the elementary and
secondary level, This would be accomplished through the creationof a
National Council on Professional and Technical Standards that would
report to.the Panel.

* Making it responsible for developing a national exarmination system for
both work-related and elementary and secondary education.

. Making it a forum for identifying and recommending ways of addressing
the most significant barriers to achieving the national education goals.
This would turn the panel into ar arena for addressing critical public poli-
¢y questions, well beyond its current, limited role of presiding over the
development and reporting of measures of each goal.

This action will underscore your commitment to achieving the national educa- d
tion goals, put your personal imprint on the entity most closely assoewted with the
goals, and demonstrate that you are serious about education reform.

The expanded mission for the panel might require an expanded membership as |
- well, including Cabinet members (Secretaries of Labor, HHS and Education, Director of
OMB), business leaders, and possibly education and labor leaders. In addition, we
would alter the appointment process for the chair: instead of being appointed by the
chair of the NGA, it should become a Presidential appointment. Obviously, these
changes will require close consultation with the Governors.

ScHooL REFORM:
THE EDUCATION FOR AMERICA'S Fm*um«: AcCT

In 1993, the Elementary and Secondary Education Act (ESEA} is up for reautho-
rization. While this would normally be the vehicle for any significant school reform,
we are concerned that tying our reform agenda to reauthorization will prevent rapid
passage. Everyone is predicting a long and bloody battle over ESEA this year. Thus, we
propose that you send an independent reform bill to Congress and move it separately -
- The Education for America’s Future Act.

\ The bill would provide quick action on several components of the cémPaign
agenda, including the development of national standards and exams, site-based man-
agement and decentralization of decision making, and public school choice.

Create Standards and Testing

The bill would endorse the national education goals and establish the National
Education Goals Panel. The Panel would develop a national, volunitary system of inter-
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national competitive elementary and secondary-level standards and assessments, as
well as pmfesswml and technical standards and assessments o be used in the work-
place and in apprenticeship programs. (This would write t};\e Executive Order dis-
cussed above into statute — a very important goal )

Encourage School Reform

The bill would provide support to states to stimulate the development of com-
prehensive statewide school reform strategies centered around high standards.

All states will be able to participate in this program. In the first year, they will
automatically receive an average of $1 million to develop systemic reform plans, with
the amount of funds determined by the population of the state. This formula process

allows the funds to flow as soon as they are appropriated, and state activity to begin -

soon thereafter. After the first year, states will be requimd to submit grant proposals for
* careful review before approval. An independent review and advisory group will be
established to review and make recommendations to the Secretary on each state’s pro-
posal,

The grants will help the states to develop a comprehensive and cohesive strategy

for restructuring their education systems. Each plan needs to include specific outcome
benchmarks and timelines for which the state will be accountable. The plan should
address:

. Standards and assessment.

* Curriculum, instruction, teacher preparation, licensure and continuing
professional development.

* Changes in governance, management, financing and accountability need-
ed for a performance-based system.

° Improved health and social services for students and families.

. Strategies for involving parents and communities, including school choice
and charter schools.

¢ The transition from school to work or further postsecondary education
and training.

The plan should be both “top down” and “bottom up,” showing how local
schoal districts and schools will be engaged and supported in the restructuring process.
After the initial planning vear, funds should be available for subgrants from states to
local districts to support local planning and restructuring,
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State and local plans should specify how all available federal, state and local
funds will be used to create and operate systems that help all students meet high stan-
dards. Once the plans are approved through a rigorous review process, the Secretaries
of Education, Labor and HHS will be authorized to provide waivers from iaws or regu-
lations necessary for the state to implement its plan and achieve its standards.

Deregulating the grant process will provide a significant mcentwe for states to partici-
pate in this program,

The grants should be ten years and used to fund elements of the state’s
approved plan. The funding level for each state should increase annually, as the num-
ber of schools and districts involved also increases. States will be required fo provide
- matching funds, with the state share expected to increase annually.

Level the Education Playing Field Through Reform

In addition, the bill would target additional resources to support systemic
* reform efforts in urban and rural areas with high concentrations of poverty. We believe

* even the most impoverished communities can be turned around through the more
effective use of existing resources as well as careful additional investments.

The new funding would support the development and implementation of com-
prehensive, community-wide strategies which pull together services offered by schools
and school systers, day care agenczes and preschool programs, health and human ser-
vice agendies, other municipal services such as police, and community-based and non-

profit organizations.

The plans should address the same set of issues as described above; provide for
specific benchmarks and timelines against which the community would be held
accountable; for waivers and flexibility in the use of federal, state and local funds; and
for a rigorous review process before awards are made -and periodically over the course
of the funding period.

There should be substantial amounts of funds available through this program
over u ten year grant cycle. The funds would not be used for school operations during
the regular school day - these needs would be met through Chapter 1 of Hawkins-
Stafford. The funds would be used to extend schoo! time (days or weekends) within
schools or other sites such as community centers or housing developments, to coordi-
nate health services, to establish job placement centers, to make the streets safe, and to
provide educational services for adults (particularly non-Engiish speakers}).
Neighborhoods would develop the plan and then be held responsible for meeting the
goals they establish. Funds should also be used for continuing pmf&ssiezzai develop-
ment of teachers, linked to standards and assessment.



QuaLiTY WORKFORCE DEVELOPMENT AND DISLOCATED
- WORKER RETRAINING |

" As you discussed throughout the campaign, America needs a training system for
the 21st century, designed to boost productivity and give workers world-class skills.

Based on the America’s Choice report, this bill will provide for the design, devel-
opment and implementation of a national human resource development system, to
include national professional and technical standards, state and local labor market
beards, a strengthened job service, counseling system and labor market information
exchange. The bill also contains important proposals for training dislocated workers,
The funding levels are consistent with the Kennedy training bill.

““The national human resources development system is intended to provide

opportunities for all prospective and current workers to obtain the skills needed to
compete in a global economy, the information necessary to guide career decisions, and
the economic security provided by continuous training and skill upgrading.

This bill must reinforce the goals and procedures of the national apprenticeship
program outlined above. For that reason, we have intentionally designed some “sys-
tematic overlap” into the bill to insure that states design comprehensive training pro-
grams which dove-tail with our apprenticeship efforts.

Creating Professional and Technical Standards

The bill would establish'a National Board for Professional and Technical
Standards, 2 private not-for-profit board chartered by Congress, with membership com-
pmsed of representatives from business, labor, postsecondary education and training
institutes and advocacy groups. The board sets broad national occupational perfor-
mance standards, conducts research and evaluation, and supports the development of
industry specific standards through grants and technical assistance.

, The standards are intended ¢ be used to certify that individuals meet interna-
~ tionally competitive standards of perfm'mam:e at the sub-baccalaureate level for entry
level professional and technical work requiring college level education and training.
The standards may be utilized for students coming out of high schiool, students partici-
pating in school-to-work transition programs as well as for training and retraining
adult workers.

Once the standards are established, federal training funds under this Act or oth-
ers should be used only in institutions or programs which succeed in preparing stu-
dents to meet the standards, All institutions receiving federal grant or Joan funds must
provide specific cost and student performance outcome information to the public.
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This board and the apprenticeship standards board are one and the same —~ the

board would be created by whichever piece of legislation passed first, and dropped
from the other.

Workforce Education and Training System Planning Grants

Planning Grants would be provided to states to stimulate the development of
comprehensive education and training systems. Each state’s plan should address the
establishment of:

A statewide system of regional or local labor market boards, which would
be responsible for coordinating federal, state and local programs for job
training, vocational education, school-to-work transition programs, adult
basic education, second chance systems including JOBS and JTFA, dislo-
cated worker programs, and opportunity cards. The boards wil] also over
see labor exchange functions, labor market information and job counsel
ing, and data on the outcomes of training and education programs to

-employers and individuals.

Programs to provide alternative education, ceuﬁsehng, job expenence and
placement semces to dmpouts

Close coordination of worker training program-s with state youth appren
ticeship programs created under the National Youth Apprenticeship Act.

School-to-work transition assistance for youth including counseling, labor
market information, and job placement services.

Second chance programs for adults including adult basic education, JOBS,
TIFA, ete. .

Programs for dislocated workers.

-
*

. Technical assistance and referral services to help firms to develop high-

performance work organizations.

Strategies to ensure that education and training programns under the
statewide system lead to student attainment of professional and technical
certification once those standards are available.

Strategies for enriching existing co-op, tech prep and other training pro-
grams to meet professional and technical standards.

10



Implementation Grants

States with approved system development plans may compete for five-year
grants to implement state/local workforce development systems. Each year’s funding
is subject to annual review and based on progress toward implementation of approved
plan. Under the implementation grant, states with approved plans will be permitted to
waive specific federal program requirements to permit coordination and flexible utiliza-
tion of federal funds.

Up to $250 million will be allocated on a competitive basis to states with
approved plans. The amount of funding shall take into account the size of the state’s
labor force. It is intended that up to 15 states will be funded to implement statewide
Workforce Education and Training Systems during the first year in which implementa-
tion grant funds are available, and that each year thereafter, an additional fifteen states
with- appwved plans will be funded.

Second Chance/Dropout Recovery Programs

Federal grant funds will be available to provide allernative programs for
dropouts up to age 21 to attain general education standards and to provide school-to-
work transition services to enable such youth to actively participate in the workforce.
Services include academic instruction, classroom and workplace training leading to
pmfessxem} and technical certification, counseling, diagnostic, placement and testmg
services.

Up to $250 million would be available as a 25% match for state and local funds
equivalent to those funds which would have been available had the student stayed in
school. States implementing statewide Workforce Education and Training System
Grants will be given priority to receive funds for Second Chance/Dropout Recovery

Programs.
DisloZated Worker Assistance

Given the potential effects of NAFTA on the workforee, the administration needs
to include an aggressive dislocated worker strategy in its training program. The goal of
our program would be to address the problems of dislocated workers and simplify the
current patchwork of federal plans by combining ther into 2 universal program.

Assistance to dislocated workers would be designed around grants ‘based on the
number of distocated workers int states, regions, and industries with the object of pro-
viding adequate access to general education vertificates and to education and training
for professional certificates.
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The program would eventually be fully incorporated into the comprehensive
education and training network established by the Quality Workforce Development
Act, but would use the existing network provided by the Job Training Partnership Act
and state agencies in the meantime.

Retraining for Dislocated Workers - the Federal Effort

The bill would provide for one-third of the appropriated funds to go into a dis-
cretionary fund controlled by the Secretary of Labor. These funds are to be used to:

*  -Fund federal retraining and transitional income-support grant programs
for large-scale NAFTA dislocations.
*  Fund federal retraining and transitional income-support grant programs

for other large-scale worker dislocations, including those resulting from
environmental actions, multi-state, and industry-wide worker displace
ments

. Cover all federal administrative and oversight costs for the programs
established by this act.

Retraining for Dislocated Workers — Aid to the States

Two-thirds of the appropriated funds are to go directly to states under a formuia
that would take into account both the proportional number of total unemployed in each
state and the proportional number of workers dislocated as a resuit of large-scale lay-
offs and plant closings. States would be allowed to retain 30-40 percent of the grant to
run a state dislocated worker unit designated or created by the Governor, to provide for
rapid response to state-wide, regional, or mdustry -wide dislocations, and to administer

and coordinate the programs of substate agencies gwen grants under the provisions
laid out below.

_ States would be required to pass along the remaining 60-70 percent of the money

they receive to substate grantees, which would serve as the largest set of direct service

. providers for workers. As the training infrastructure of labor market boards is fully

developed under the Quality Workforce Development Act, we expect that these ele-
ments of the infrastructure will play major roles in monitoring and service delivery.

Worker Eligibility Requirements

The bill would provide for a broad range of workers to be eligible for this assis-
tance. No distinctions will be drawn based on the cause of dislocation; the primary
requirement will be that a worker’s return to his or her previous industry is unlikely,
based on regulations promulgated by the Secretary.
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The bill would provide phase-out dates and mechanisms for existing federal dis-
located worker programs, such as Trade Adjustment Assistance and the panoply of pro-
grams under Title ITI of the Job Training Partnership Act.

FY 93 CHAPTER 1 SUPPLEMENTAL APPROPRIATION

In the campaign, you promised to expand Chapter 1 funding. We recommend 2
supplemental appropriation of $250 million for the Chapter 1 program. These funds
are needed 2s a result of the shift to the 1990 Census figure as the basis for distributing
Chapter 1 funds. The new figures result in significant losses of funds in virtually every
state East of the Mississippi, and equally significant gains in the West.

Current law provides for losing recipients to maintain B5 percent of the pmviaué
year’s allocation. If there is no supplemental appropriation, virtually all states will be
losers — those in the West will not be able to receive the additional funds they are due,

and those in the East will experience significant losses. This is especially true in urban

arezas.

A supplemental of $250 million will enable states in the West to receive the funds
they expect, and bring those in the East to 92.5 percent of the previous year's funding
— halfway between what they would otherwise receive and what they received last
year. We expect this will keep the entire education community happy, and earn good-
will needed for other initiatives.

A similar amount of money will be needed for FY 94, for the same reasons.

+
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Appendix 1: ESEA

- ESEA is up for reauthorization this year. Ordinarily this might be viewed as
beyond the purview of the first 100 days — managing this bill will be a full time job for
your Department of Education. But there is consensus that we shouid at least give
Congress some guidance and lay down some markers early in the session to insure that
the final product supplements our reform agenda. For example, there is 2 growing con-

sensus that Chapter 1 can be writtern in such 2 way as to force some real systemic
change.

ESEA, the primary legislative vehicle for education-related government action,
with a FY 1993 appropriation of over $8 billion, comes up for re-authorization in 1593,
It is very likely to require the entire legislative session to be re-enacted both because of

its size and complexity and because population shifts from the Northeast and Midwest -

to the sunbelt will generate substantial formula funding conflicts,

Of the $8 billion in appropriations, almost 75 percent is in Chapter 1, a program
which provides supplemental services for low scoring students in high poverty areas in

almost all of the school districts throughout the nation. (Chapter 1 will be the formula

battleground.}

The other program with 2 strong political constituency is Title VII, the Bilingual
Education Act. Although the appropriation is relatively small - about $200 millior «-
Title VII is symbolically very important to Hispanic Americans. A less powerful but
also important group served in this act are Native American school children who do
not go to a tribal school. .

. Most of the other programs are targeted on spexific problems generally related to
especially needy students (e.g. dropouts, drugs) or are capacity building programs
{Chapter 2 Block Grants to States and the Eisenhower Program for prowémg assistance
. for teacher training and other purposes for improving mathematics and science instruc-
tion.) ‘Many of these programs have strong Congressional sponsors.

Becam of the scope and complexity of the Act and its politics it is not possible
within this appendix to set out detailed specifications of proposals for reauthorization.
It is possible, however, to sketch out some of the principles which should drive the
reauthorization, with special attention to Chapter 1, and to establish a rough hmetabie
for working on the Act.

Principles for Re-authorization of Hawkins-Stafford

Achieving the National Education Goals provides a fundamental rationale for
reauthorization proposals, In the past the changes to Chapter 1 and to Title VII and the
creation or modification of other general support or categorical programs in ESEA have
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not been developed in the context of an overall set of national education goals or strate-
gies for achieving these goals. This must change. Five principles should drive the reau-
thorization: :

Focus on outcomes and high standards for all: The driving focus for all of the pro-
grams in the new authorization ought to be bringing all students the opportunity to
succeed in achieving high performance standards. For example, the targeted students
in Chapter 1 and Title VII and other programs ought to be expected to perform to the
same standards as other, more “educationally advantaged” students in their states.

. Focus on supporting systemic state and local reform in order to help provide all students,
.especially the most needy, the resources necessary to give them the opportunily to attain high
state performance standards: The general service programs such as Chapter 2 and the
Eisenhower Math/Science program must be focused on addressing as a top priority the -
systemic changes necessary to assure that all:schools that serve identified populations
are of high quality. This means building a strong state and local district capacity to
train incoming teachers, provide substantial professional development to present teach-
ers, develop high quality curriculum materials, and design assessments which are in
line with the state contert standards, ’

Target resources on the highest poverty schools: Though politically difficult, the pop-
ulation-specific categorical programs such as Chapter 1 and Title VII should be focused
on the schools with the highest concentrations of poor and otherwise especially needy
students, "

Establish school accountability for performance and resulls: States must have a sys-
tem of incentives, interventions, and other consequences which reward improvements
in school and school district performance and effectively turn around instances of con-
tinued poor or declining, school or district performance.

Build si‘mné relationships with other service sectors which. interact directly with schools:
This includes the health sector, adult education, and the labor training sector. There are
a variety of places within Hawkins-5tafford:where this could be strengthened including
Chapter 1.

The ESEA Legislative Schedule

The House and the Senate each plan fo hold hearings on the Hawkins-8tafford
Amendments during the early months of 1993. 1t is incumbent on the new administra-
tion to have a fully prepared bill ready for Congress by April 15, 1993.

Under a fast timeline, the House Subcommittee on K-12 education would begin
to mark up a bill in early summer, perhaps late May or early June. With more to do, the
Senate Comumittee probably would not begin to mark up a bill until later in the sum-
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mer, even under an accelerated schedule. It is very important that the bill marked ﬁp in
both the House and the Senate be the administration’s bill.

This means that the Administration {the Secretary and possibly the President)
must meet as soon as possible with Congressmen Kildee and Ford and with Senators
Kennedy and Pell to work out a schedule for consideration of Hawkins-Stafford, and
arrange with them for subcomumittee markup of the Administration bills,
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Appendix 2: America 2000

You need to decide what to do about America 2000. America 2000 is currently
housed in the Department of Education with funding from the Secretary of Education’s
Discretionary Fund. Like so many of the Bush Administration efforts, this never
amounted to much more than a PR effort. States, cities and schools were urged to
become “America 2000 states,” and “America 2000 Schools.” They pledged to adopt
the National Education Goals and figure out how to meet them.

When they so designated themselves, the Secretary recognized them and added
- them to the list. There was always an mphcanon of money somewhere down the road.
In fact, the rhetoric specifically said that to receive America 2000 money, it was neces-
sary to be in an America 2000 state. Many communities believed what they were told
and started the process, with little or no capacity to make any decision or judgement-
regarding education or school reform which would look different from business as
usual.

The question for us is whether that enthusiasm and effort can be captured and |
redirected to support the overall education goals of this administration. We recom-
mend that we look for a graceful way to encourage communities fo continue their
reform efforts under a different rubric.
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A NATIONAL CRIME
STRATEGY

in 1992, for the first time in decades, Democrats were able to neutralize the crime
issue. This happened not only because of your solid record on crime, and Bush's spotty
one, but because you put forth innovative crime fighting ideas that showed ordinary
people you cared about their safety.

This chapter fleshes out the important crime-proposals you discussed during the
campaigre putting 100,000 new police on our streets; passing the Brady Bill; promoting -
community-based policing; and combating violence against women.

100,000 Mote Police on our Streets
Stopping Gun Viclence

Boot Camps

Expanded Drug Treatment

Safe Schools Program

Fighting Gang Violence

Viclence Against Women

Death Penalty Reforms

A Commission to Study Habeas Corpus Reform
White Collar and Environmental Crimes
Crime Misceliany - '
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We believe these proposals should be sent up to-Congress as an omnibus crime
package at the opening of the session. This package would pass quickly; demonstrate
that you intend to keep your campaign promises; prove that you truly are a different
kind of Democrat; and make a tangible difference in the lives of ordinary Americans,

Each of these initiatives is significant in its own right. Combined, they would
represent the most sweeping federal assault on crime in our nation’s history.



100,000 NEw PoLICE Omcsns

No single crime-fighting idea you talked about was as revolutionary as putting
“100,000 more police on our streets.” It is good policy and good politics — simply stat-
ed, more cops means better protection. Currently, there are only 500,000 police in
America. Thus, we are proposing a significant, 20% increase.

We propose putting 100,000 more police officers on the sireet by the end of FY97
through the Police Corps, a plan for military retirees, and increased aid to local law
enforcement. This will also meet your campaign pledge to expand assistance to local
_ law enforcement for community policing, S

Police Corps

The Police Corps will provide four-year college scholarships of $7,500 per year in
exchange for four years of service as a police officer. Students must also participate in
two summer training programs, paid for by the program, to prepare them to serve
upon graduation. At the outset, the Corps will also provide “retroactive” scholarships:
forgiving a student’s debt up to the maximum amount in exchange for a prospective
four year commitment to serve. The Police Corps will put 50,000 new officers on the
streeis by the end of FY97, We will also provide funds for scholarships for existing
police officers, to enable them 1o advance and complete their educations.

One budget issue deserves special attention. Since its inception, the Police Corps
- has had a “soft underbelly:” the question of who will pay the Police Corps graduates.
As originally conceived, the incentive to hire Corps graduates was the promise that
they could be paid sub-standard wages and benefits. This element of the plan was
dropped many years ago to appease police groups. To overcome this deficiency, and to
insure that the Police Corps plan works in practice, we propose that the federal govern-
. ment subsidize a portion of the graduates’ pay, a stipend of $5,000 annually per Corps
member hired, paid to the employing police force, .The cost of this stipend is $400 mil- |
lion annually when the Corps is fully operational ~ but we believe it is necessary to
facilitate the implementation of the Police Corps plan. This plan is consistent with your
national service proposal, but is separate from the National Service Trust Fund, We
believe that Congress is more likely to fund, and police groups more likely to support, a
freestanding ROTC-style program that recognizes the rigorous nature of police work.
In short, police groups don’t want to deal with rookie cops who will only be around for
one or two years,

Transfer of Military Personnel to Police Work

We propose assisting individuals who are involuntarily separated or retire from
military service in making & transition to pelice work. In return for working in law
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enforcement, former servicemen will continue $o receive credit toward retirement bene-
fits as if they were stll in the service. This will provide an attractive incentive for indi-
viduals to choose a law enforcement career, help us downsize the post-Cold War mili-
tary on a voluntary basis, and help local police forces reduce their pension costs. We
estimate that this program will put 25,000 new officers on our streets by the end of
FY97.

- Re-Hiring Laid Off Police Officers

During the last few years, thousands of police officers have lost their jobs due to
fiscal pressures on city governments and the recession. Helping cities rehire laid-off
police officers is essential to our relations with police groups, who will resent new hir-
ing and-training while experienced police officers are out of work. Itis also good policy

-~ why force departments to hire rookies when experienced officers can’t find work?

This will put approximately 29,000 more police on the streets.

Putting Federal Police Back to Work

We will redeploy approximately 800 federal agents to the streets from their cur- ‘

rent administrative and low-priority jobs in federal agencies.
Expanding Aid to Local Law Enforcement/Community Policing

To fulfill our campaign pledge to increase aid to local law enforcement agencies,
we propose raising the funding for the Byme grant, the basic federal grant to state and
local law enforcement, from $550 million to $1 billion. The increase in funds would be
used to help cities develop comunity policing plans and to provide additional crime

.assistance 1o émergency crime areas. We also suggest renaming the grant the
Byrne/Gould grant, in honor of Officer James Gould, a slain policeman whose life
could have been saved had the Brady Bill been law.

- STOoPPING GUN VIGLENCE

During the campaign, you committed to three promznent gtm«reiated legxsiatzve
proposals, which should be sent to Congress immediately..

- The Brady Bill

The version of the Brady Bill we believe you should support is the Mitchell-
Kohl-Gore compromise text ~ the only version of the Brady Bill to have passed both
the House and Senate. This version subjects commercial handgun sales to a five busi-
ness-day waiting period during which law enforcement is required to make a “reason-
able effort” to determine whether or not there is any legal impediment to the purchas-
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er's owning the gun. [t also creates a4 National Felon Identification System that could
eventually make it possible to conduct a point-of-purchase background check on indi-
viduals buying firecarms through a licensed gun dealer. Finally, it provides funding for
the computerization of state and local record systems to complete the national system,

A Ban on Semiautomatic Assault Weapons

This proposal would prohibit the possession and transfer of 13 types of new
semi-automatic assault weapons specifically named and listed in the bill — weapons
~ favored by gangs and drug dealers. It also applies the prohibition ta copies of the listed
assault weapons, so that manufacturers cannot evade the law by renaming the listed
‘weapons or making minor or cosmetic changes. The bill would allow the Secretary of
the Treasury to recomntend to Congress that firearms be added (o or removed from the
list. Also, it prohibits the future production; sale or possession of &mumtwn feeding
devices holding more than 10 rounds. -

Frankly, a ban on semiautomatic assault weapons is not likely to pass Congress,
but its proposal fulfills an important campaign promise.

Enhancing Penalties for Gun Crimes

We would increase the penalties for the use of guns in selected, extremely seri-
-ous offerises: ten years instead of five for using a semi-automatic firearm in the course
of a drug-trafficking or violent felony and stiffer penalties for possession of a firearm by
persons with a previous conviction for a violent felony or serious drug offense.

Bar leaders and judges may oppose the penalties, but we believe that their inclu-
sion is an important sign of your balanced approach on the gun issue; supporting both
* reasonable limits on firearms and increased penalties on gun criminals.

An Executive Order Banning Assault Pistols

Finally, we recommend an Executive Order instructing:the Secretary of the
Treasury to take those steps necessary to ban the importation of assault pistols, Under
-current law, you cannot take such action directly by Executive Order.

The importation of assault rifles is currently banned due to a 1989 Bush
Executive Order. The NRA may oppose your order, but less strenuously than other
measures since thelr funding comes from domestic gun manufacturing interests,



Bocrr CAMPS

Dunng the campaign, you pledged to expaad boot camps. We would establish
10 boot camps in the Federal Burcau of Prisons, primarily for use by state prisoners,
These camps would be located on ¢losed military instaliations. Like other boot camps,
they would provide a highly regimented schedule of physical training, work, remedial
education and substance abuse treatment. Eligible prisoners would include drug
offenders under age 25 with no serious prior conviction.
‘ In the interim, you can issue an Executive Order, directing the Bureau of Prisons
© to immediately expand the number of boot camps for federal prisoners. One such boot
camp now exists, but it is estimated that there are enough young federal drug offenders
on waiting lists to fiil three to five more such camps. No legislation is reguired. ‘

DRUG TREATMENT

During the campaign, you proposed exp&nde& and improved drug treatment
programs as key components of an effective anti-crime strategy. In statements and

speeches, you called for “treatment on demand,” drug treatment in prisons, and treat-

ment for pregnant addicts.

We believe the only way to meet the “treatment on demand” goal is through
health care reform: ensuring that treatment for substance abuse is among the basic ser-
vices offered by a national health insurance plan. The case for including drug treatment
as a basic health service is justified by the catastrophic health consequences and costs of
drug abuse. For example, an estimated 20% of the medical costs of AIDS cases — $3.2
billion ~— are the direct result of IV drug abuse. The 400,000 annual drug overdoses
_ that require emergency room treatment cost the health care system an estimated $400

million every year. -

In addition, we propose a few smaller programs that can help us develop innov-
. ative d::ug treatment approaches in the future. X

: Etpa:ndeé Testing: We propose creating a small pilot drug testing and treatment
program for offenders arrested and placed on probation for drug crimes. Funding this
program at $100 million would be sufficient to mordtor 30,000 drug-addicted offenders
— and provide badly needed information on how to run this {ype of program. Kitis
successful, it could be expanded in later years.

Fighting AIDS Through Drug Treatment: This would permit states to authorize
needle exchange programs that allow IV drug users to exchange used hypodermic
syringes for clean syringes. Second, it would authorize interim methadone mainte-
rance programs that allow methadone treatment without the accompanying therapy
for & short time, until a therapy slot is available for the addict.
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School-Based Efforts to Reach Drug-Addicted Children: According to the
Household Survey on Drug Abuse, roughly 1.4 million 12-17 year-oids were regularly
(at Jeast once per month} abusing drugs in 1991. While drug abuse among children has
declined markeéiy since 1985, the total is shockingly high. This proposal would center
outreach efforts in our schools in an aggressive school-based education and health pro-
gram. A school drug program could be a great way for you to involve sports stars in
the fight against drugs.

Drug Treatment Research: We should support continued research on new
promising methods of treating drug abuse, including:

* . Aftercare: Supports the best treatments to provide continued therapy after
" the completion of format treatment. use of aftercare programs.

*  Pharmacotherapies (This is the term for using medicines to treat drug
abuse): Numerous promising medicines are currently being researched.
This proposal fully funds the existing Medications Development Program,
pioneered by Senators Biden and Kennedy. The cost is $24 million annu-
ally.

SAFE SCHOOLS

Rising crime and violence in our schools is disrupting the ability of our students
to lean - and taking too many young lives. Although precise figures are difficult to
determine, the National Crime Survey reports that nearly 3 million attempted or com-
pleted crimes take place every year inside schools or on school property. That trans-
lates into 16,000 crimes committed in schools every day — about one every 6 seconds.
These include approximately 60,000 aggravated assaults, 300,000 simple assaults, and
70,000 weapons offenses. And everyday, approximately 135,000 youths enter schools

carrying guns.

As a result of the increase in violence inour schools, a number of school districts
and individual schools are taking steps both to prevent and respond to crime in the
schools. These measures often include physical facilities such as safer school design,
metal detectors, safety doors, and video surveillance equipment. Many schools have
established security officers and employ professional security personnel. Others utilize
parents to monitor hallways and restrict access to those with legitimate business. Some
schools prepare for disaster with crisis intervention plans and drive-by shooting drills.

During the campaign, you pledged to launch a federal “Safe Schools Initiative so
that children could focus on learning again.” To make good on this pledge, we propose
establishing a grant program to help states develop the types of security and safety pro-
grams described above.



We propose spending $100 million in grants to local educational agencies for the
purpose of fighting crime and violence in our schools. The funds could be used for a
broad range of anti-crime and safety measures, to include: education programs for
crime and drug prevention; in-school counseling programs for victims of crime; crime
prevention equipment, such as metal detectors and video surveillance devices; or pre-
vention and reduction of gang-related activities. -

- FIGHTING GANGS

Gang-related violence has been growing substantially for the last half-decade. In
Los Angeles, gang membership grew from 45,000 in 1985 to over 90,000 last year.
Statistically, virtually all of the record-breaking tallies for murder, robbery, and violent

crime-are explainable by considering the epidemic rise of violent crime among people

under-age 25. By some measures, gangs have become the nation’s leading organized
crime problem. And in too many neighborhoods, young boys feel they must choose
between belonging to a gang — or belonging to nothing at ail.

To fight gangs, we propose:

Juvenile Gang Prevention Grants: Authorize $100 million for fiscal years 19%4 to
1936 to support innovative local programs that combat juvenile gangs and drug-related
crime and provide alternatives to youth gangs, by, for example, putting Boys” and Girls’
Clubs in public housing projects

Increase Penalties for Criminal Gangs: Strengthen the penalties for use of juve-
- niles to distribute drugs near schools and playgrounds, to protect young people from
being used by drug dealers. This initiative provides for enhanced penalties for second
offenders who commit {llicit drug or felony offenses in association with a street gang.

'Sapport Model Gang Imstiatives: To further promote anti-gang programs, we
- propdse that the Attomey General reward and highlight successful local initiatives with
grants using the $50 million in existing Bureau of Justice Assistance discretionary
grants. In this way, early in the Administration, you can highlight your commitment to
addressing the problem of gang violence.

A ;‘eft‘duight Basketball League: One of the most successful anti-gang programs
is the Chicago Public Housing Authority’s Midnight Basketball program, which gives
kids a place t¢ hang out and play ball late at night when most playgrounds are either
closed or racked by violence. The program has proved to be a very successful alterna-
tive to gang membership or crime.

Some Members of Congress have called for a “Midnight Basketball Grant
Program.” Frankly, we think the government has got to stop thinking that the solution
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to every problem is a grant. It would be more effective (and less expensive) if you sum-
moned a few top NBA players like Magic Johnson, Larry Bird, and Michael Jorden to
the White House and asked them and their teammates to help set up a league through-
out the country, The NBA would jump at the opportunity, even if they wound up foot-
ing part of the bill, and the resulting publicity would make the program more effective
than a federal grant program. Possibilitles include having each NBA team set up a
leagute in the city in which they are located. Obviously, endorsement of midnight bas-
ketball by the President and Michael Jordan would convince more kids to participate.
And the political possibilities are endless.

THE VIOLENCE AGAINST WOMEN ACT

-

American women are more at risk of being raped or beaten than women living -
in any other industrialized nation. An American woman is 10 ties more likely to be
raped than a woman in Italy; 40 times more likely than a Japanese woman. Domestic
viclence is the leading single cause for emergency room visits by women in this coun-
try. Worse, violent assaults on women are on the rise. In fact, from the years 1974 to
1990, violent crimes against men actually fell slightly in this country — but violent -
crimes against women went up almost 50%. During the campaign, you pledged to

“support and sign” the Violence Against Women Act. The Act was first proposeé in
1990 by Senate Judiciary Committee Chairman Joseph Biden, and was sponsored in the
House by Rep. Barbara Boxer, who made it & substantial element of her successful
Senate campaign. We propose to advance the Act in the form that the Senate Judiclary
Committee approved it.

The Violence Against Women Act is composed of five titles; each addressing a
different facet of the problem:

Safe Streets for Women: This combats rape by increasing the sentences for the
offense; requiring rapists to pay mandatory restitution to their victims; and extending
the rape shield law to civil cases. Also, the Act provides grants for increased policing,
prosecutorial resources, and prevention (e.g., street lights in-parks) in areas with high
rates of sexual assaults.

* Safe Homes for Women: This combats domestic violence by requiring alt states
to recognize the validity of a spousal stay-away order issued in another state; creating a
federal crime for crossing state lines to viclate a stay-away order; and targeting funds to
support the prosecution of spouse abusers.

Civil Rights for Women: This recognizes a woman's right to be free from violent
attacks based on gender, and identifies such crimes as hate crimes for the first time
under federal law -~ and creates a civil rights cause of action for violations of that right.



Safe Camp:tses for Women: This provision promows rape preventmn on college
campuses. It passed asa separate bill last year.

Equal Administration of Justice: This creates training programs for state and
federal judges to create awareness of, and knowledge of, vivlence against women,

" A federal response to this problem is long overdue. It is an important and meaningful
campaign promise you should keep.’

THE FEDERAL DEATH PENALTY

There is widespread support in Congress for a federal death penaity law, to pro-

vide procedures for reinstitution of the death penalty for federal homicide offenses and

to expand the death penalty to new offenses. We advocate a federal death penalty law
for 54 of the 56 offenses included in the House version of the Crime Bill. Those 54
offenses would include first degree murder, drive-by shootings, and gun-related violent
crime. It would not, however, include non-homicidal offenses such as treason or being
a drug king-pin.

We would also establish death penalty proceciures based on those found in the
Conference Report on the Crime Bill: :

+  Death eligibility only for persons 18 and older, and a ban on the execution
of the retarded;

« A reqniz;ement of an intent to kill for homicidal offenses;

*  ury instructions to insure a rigom'us understanding of the appropriate-
ness of sentencing options ~- with counsel standards for capital cases;

¢ Limits to insure that the law appiies equally on Indian reservations.

More contentious is the question of “racial justice” provisions: measures spon-
sored by civil rights groups that would enact a federal law to ban state executions based
on statistical imbalances in the race of defendants or victims in capital cases. From a
clvil rights perspective, a crime bill without a “racial justice” provision is a federal sanc-
tion of racist justice. From a prosecutor’s perspective, winning a federal death penalty
law which affects 5 cases per year, but comes linked with a “racial justice” provision
that forbids 2,000 state capital sentences annually is no victory at all.

While the Racial Justice Act has commendable intentions, we cannot recommend
its inclusion in & Clinton crime bill. It was rejected by both Houses of Congress last
year, and stands no realistic prospect of enactment. It will arouse intense ire from pros-
ecutors across the country.




Instead, we would recommend that in sending the dea.th penalty legislation to
Congress, the President take three steps:

*  First, direct the Justice Department to study the issue of racial basis in
capital sentencing in state systems, and present recommendations for
addressing any disparities found in those systems. -

*  Second, implement rigid prosecutorial guidelines to insure that no such
disparities arise in a new, federal death penalty regime.

+  Third, issue an Executive Order to guard against racial discrimination in
the implementation of the federal death penalty.

HaABEAS CORPUS REFORM

The single most contentious issue in past crime bill debates, habeas reform, is a
no-win proposition. Though it is hard to believe, this issue — along with gun control
« sunk a 400-page omnibus crime bill that had overwhelming suppeort in all other
respects. This highly technical, difficult issue can ruin an anti-crime package — and
must be dealt with carefully by the new administration.

During the campaign, you promised to support “reform of death penalty
appeals.” But in comments on these reforms, you embraced a wide variety of plans,
saying, for example, that both the ABA reform proposal and & plan prepared by retired
Justice Lewis Powell “have merit.” To practitioners, these two proposals are as differ-
ent as night and day.

Whatever proposal you offer in this area will be viewed as retreating on a per-
ceived campaign pledge. The defense bar expects you to mové towards the ABA plan;
the prosecutors expect you to move towards the Powell Report — and you cannot do
both, :

The best answer may be to do neither. We recommend that our legislition pro-
pose a Presidential study commission to examine the habeas reform question, and offer
answers within one year. This is good politics, and will help pass our erime bill quickly.
.. It is also a good way to bring some clarity to an issue that has overheated beyond rea-
50N,

WHITE COLLAR AND ENVIRONMENTAL CRIME

White collar and environmental crimes are two of the hottest areas of federal law
enforcement in the 1990s. The number, scope, and nature of the prosecutions are
expanding - and the public’s interest and demand for justice against the “robber
barons” and “polluters” of the 1980s is pushing this trend further and further along.
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The major changes needed in thxs area are not in the Iaw but in the way the law
is enforced. Tough new federal statutes have been enacted in each of these fields in the
past five years. The failure of the past four years has not been the lack of legal weapons

to attack “crime in the suites,” but the lack of political will'to do s0..

The principal emphasis here, therefore, should be not on new policy measures,
but on a new tone and a new approach — coming down just as hard on people who rob
banks with pencils as we do on those who rob banks with pistols. We propose:

White Collar Crime Enforcement: This would authorize additional FBI agents,
Assistant U.5. Attorneys, and other investigators and prosecutors to step up federal
investigation and prosecution of white collar crime. It places a particular focus on
financial institution fraud, and on obtaining restitution from those guilty of fraud.

““Health Care Fraud Enforcement: This legislation increases the penalties for

health care fraud; assigns new FBI agents to track down such fraud; and creates special
task forces to detect, investigate, and prosecute these crimes. It also makes full restitu-
tion for fraud a major enforcement priority.

Envivonmental Crimes Act: This proposal, drawn from the 1991 Crime Bill,
would require that a judge sentencing a corporation found guilty of an environmental
felony add ~ on top of any other punishment — the requirement that the entity pay for
_ an “environmental compliance audit.” The audit would be a mechanism for a coust
and for regulators to determine the company’s current state of compliance with federal
environmental laws, The Act would further order the Sentencing Commission to study
the penalties assessed for environmental crimes, 1o determine if those penalties are suf-
ficiently severe in light of the offenses and the need for deterrence.

In addition, you could issue an executive order on white collar crime that would:

1. ,;:;Create Financial Crimes Task Forces in 25 cities — something that the Bush
administration promised but never delivered.

2 Make White Collar Crime prosecution a clear priority, with an emphasis on resti-
" tution to victiins, ‘

3. Address the need for stepped-up enforcement of environmental crimes.

MISCELLANEOUS PROPOSALS

In addition to the major proposals outlined above, there are ten lesser provisions
that merit inclusion in any Omnibus Bill that we might craft.
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National Child Protection Act

Often known as the “Oprah Bill,” because the moving force behind it is Oprah
Winfrey, this legislation establishes a national computerized database against which
names of potential school teachers and day care workers can be checked. The database
would include criminal history information — essentially, a finished version of the cus-
rently rudimentary NCIC system. States that have such systems have found that as
many as 1 in 20 applicants for positions as school teachers or day care workers have
prior convictions for violent crimes, sexual offenses, or child abuse. The need for a
national database is obvious.

Crime Victims - Victims’ Rights and Restitution Act

This provision establishes a federal “Victims Bill of Rights,” similar to what most
states have now adopted. It also expands the use of restitution to victims as a sentence
in federal court cases. The victims provision also-increases the funds available to vie-
tims by removing the “cap” on the Victims’ Fund: the fund that collects fines paid by
offenders and distributes the money to victims. Currently, when the collections to the
Fund exceed $150 miilion, all other fines are sent to the general treasury. This amounts
to nothing more than a second theft from a crime victim, and should be reversed.

Law Enfarcerrient Family Support

This provides grants to state programs that aid the families of slain law enforce-
ment officers, It is a small ($5 million} but emotionally important program to law
enforcement.

Civil Rights Suits
_ This is a modest provision that allows the Attorney General to sue police depart-
ments for ¢ivil rights violations where he/she determines that there is a “patiem or

practice” of police abuse in the cemmw‘uty In light of the Rodney ng case, this
would be a smart move. .

Study Rights of Police Officers
This provision orders a study of “Police Officer Bill of Rights” proposals. It was

a compromise between those who favor such legislation, and those who oppose it. It
should be included in any ommibus bill to maintain that compromise.
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Rural :Crime

‘ This is a $50 million, comprehensive program o address the exploding problem

of crime and drug in rural comumunities, The program provides high caliber training to
small rural police forces on new developments in crime control; targets some drug
treatment funds to small rural communities; and provides excess equipment from fed-
eral supplies to rural law enforcement agendies. Rural crime is an increasing problem
— and is growing in salience as a political issue. This is a valuable program with a
small price tag. :

Miscellaneous Drug Control

. Two minor provisions: The first tries to limit the export of so-called “precursor

chemicals” - the chemicals used to manufacture cocaine — to Latin America. The sec-.

ond is a minor reform provision needed to address technical problems in existing drug
treatment grant programs.

Drunk Driving Child Pwtectior; Act

This legislation provides a ong-year sentence enhancement when a driver is con-
. victed of driving drunk with a child as a passenger in a car.

Illegal Drug Profits Act

This legislation merely requires local courts and jails to file papers akin to
(urrency Transaction Reports {CTRs} whenever someone pays $10,000 or more in cash
bail. It is a sensible, no cost proposal that may help the IRS track drug profits.
Protections for the Elderly

"This proposal raises the penalties for crimes committed against persons who are
65 or older. The enhancements vary depending on the crime.
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ADVISERS CONSULTED

We have consulted with a wide variety of individuals and groups in an effort to solicit
their input on the crime initiatives.

Members of the Clinton/Gore Crime and Drug Advisory Group

Mark Gittenstein, Mayer, Brown & Platt (former chief counsel to Senate Jud:ciary)
Gail Hoffman, former Legislative Director to Handgun Control, Inc. |

Eugene Ludwig, Covington & Burling

Charles Ruff, Covington & Burling

Laurie Robinson, American Bar Association

Cheryl Anthony Epps, former Legislative Counsel to The International Chiefs of Police
Dennis Eackley, Friend of NJ Attorney General Bob Del Tufo )
Michael Zeldin, Counsel, October Surprise Task Force

Mathen Falco, Chief Drug Policy Advisor

Mitch Rosenthal, President, Phoenix House

Leslie Thornton, Brand & Lowell '

N. Peter Kostopulos, Watt, Tieder, Killian & Hoffar )

Chairman Joe Biden - Senate Judiciary Committee

Chris Putala, Professional Staff
Victoria Nourse, Counsel

Chairman Chuck Schumer - House Judiciary Crime Subcommittee
Andy Fois, Chief Counsel
Senator DeConcini

Dennis Burke, Counsel E
Tom Carlsgard, Professional Staff Member -~ s

Charlie Rangel - House Select Committee on Narcotics

Ed Jurith, Staff Director/General Counsel

Hon. Don Edwards - Subcommittee on Civil and Constitutional Rights
x Grinny Sloan, Counsel

Jim Dempsey, Counsel
Hon. Edward Feighan - Brady Bill Sponsor
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Leah Gurowitz, former counsel b
Bert Brandenburg, former counsel

Senator Herbert Kohl - Senate Subcommittee on Juvenile Justice
Jor Lebowitz, Chief Counsel/Staff Director
National Association of Police Organizations

Jules Bernstein, Legislative Counsel (also represents the Federal Law Enforcement
Officers Association)

Tnternational Association of Chiefs of Police
Steve Harris, President

Roy Kime, Legislative Counsel

Dan Rosenblatt, Executive Director

~ Police Executive Research Forum

Martha Plotkin, Associate Director -
Intermational Brotherhood of Police Officers -
Chris Sullivan, Legislative Representative
International Union of Police Associations

Robert Kliesmet, President
Sam Cabral, Secretary-Treasurer

Combined Law Enforcement Associations of Texas

Ron Delord, President

National Association of Attorneys General

- Christine Milliken, Executive Director and General Counsel
Lynne Ross, Deputy Director and Legislative Director

Lisa K. Wells Harris, Civil Rights and Criminal Law Counsel

National Association of District Attorneys

15




Duwight Price, Executive Director
Cabell C. Cropper, Director, American Prosecutors Research Institute {APRI)
Patricia Toth, Director, APRI's National Center for Prosecution of Child Abuse

Terry Farley

National League of Cities

fanet Quist

National Governors® Association

Nolan Jones, Corunittee Director, Justice Group
National Criminal Justice Associations

Gwen Holden, Executive Vice President
National Organization for Vicim Assistance

. Marlene Young, Executive Director
John Stein, General Counsel

National Association of Criminal Justice Planners
Mark Coniff

Judicial Conference Committee on Criminal Law
Hor. Viscent Broderick

ﬂai;&dgun Control, Inc.

Bernie Horn

Police Corps

Adam Walinsky

' American Civil Liberties Unlon

Leslie K. Hareis

National Association of Criminal Defense Lawyers

Nancy Gertner.
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COMMUNITY EMPOWERMENT

When you came back from touring the streets of South Central L.A. in the wake
of the riots, you predicted that despite all the media attention, Presidential fanfare, and
Congressional breastbeating, a year would pass and nothing in South Central would
change. You were right. We must find a way in your Administration to arrest the dete-
rioration of America’s great cities and close the gap between the urban poor and the
rest of the country. As Bob Rubin has argued, our cities are rapidly becoming a mill-
stone around the neck of the economy - and the decline of community in America is
- gating at our soul.

We believe it is time to chart a new course which will help restore hope in the
cities. In the 1960s and 1970s, urban leaders, federal officials, and policy experts viewed -
federal urban policy as & question of dollars -~ the more you spent, the better the poli-
¢y. Unfortunately, these past efforts failed to achieve thelr goals. The country is dotted
with urban white elephants which looked good on paper but failed to increase the quak-
ity of life.

‘ Cur first answer to the problems in our cities must be a radical expansion of

individual opportunity - empowering every American with a chance to improve their
own lives. A domestic policy for the nation which includes national health care, guar-
anteed access to college Joans, apprenticeship programs for non-college bound youth,
and a growing economy will do more for America’s cities than any amount of targeted
fiscal aid.

Second, we need to recognize that the long-term recovery of America’s great
cities must be predicated on urban economic recovery. The key to heaithy cities is the
restoration of private enterprise to our inner cities.

» -Finally, our programs cannot simply pour money into federal or city bureaucra-

cies. They must empower people and grass roots argamzanons to help themselves. The
solution to our pressing urban social problems is not “more of the same,” but hard
work leavened with innovation, grass toots empowerment, and hope.

This chapter proposes three major initiatives to restore the American dream to
our cities:

1. ANetworkof Comﬁnity Development Banks
2. Comprehensive Enterprise Zones
3.  Housing Empowerment

These initiatives do not represent & comprehensive urban recovery plan — turning our
cities around will take more than federal programs. But they will help expand private
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. enterprise, ereate new ;nbs, and increase the availability of affordable housing through-
out our cities,

CoMMUNITY DEVELOPMENT BANKS

During the campaign, you pledged to establish a nationwide network of com-
munity development banks (CDBs), As proven, cost-effective ways to expand the
availability of credit in areas underserved by traditional lending institutions, they are a
cornerstone of our urban development strategy. More credit means empowerment —-
an expanded opportunity to start or expand a small business, buy or renovate a home,
or borrow for education and training. Of all the ideas you talked about in the cam-

paign, development banks have perhaps the greatest potential to radically improve
conditions in our cities. ]

Despite their impressive track record during the 1980s, community development
banks have not spread throughout the country because of two barriers: the lack of
information to guide prospective bank operators on how to start and successfully aper-
- ate a community development bank and a shortage of start-up capital. To address these.
. barriers, our plan to create a nationwide network of development banks inciudes two

important features:

1. A national information clearinghouse and support system to help
' prospective development bank operators start and run a profitable, social-
ly constructive institution,

2. A series of federal cap:tai formation assistance options that will dramati-
cally expand the amount of capital available for development bank start-
up without creating enormous financial Habilities for ths federal govern-
ment.

In our plan, both of these missions will be accomplished by a smgle :néependent
institution -~ the National Community Development Trust,

National Community Development Trust

The National Communidty Development Trust will be responsible for implement- .
. ing the development bank strategy. The Trust would have two main tasks:

1. Establishing and investing in a nationwide network of CDBs and related
comnvunity investment institutions.,

2. Supporting these institutions with technical assistance and serving as a
clearinghouse for a wide variety of management assistance information.
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Because the Trust will be one of the first new government entities established
during the Clinton era, we need to take every step to guarantee that it is a successful,
innovative, “reinvented” operation and not just another bureaucracy. For this reason,
we believe the Trust should be an independent agency rather than falling under a par-
ticular department like HUD or Treasury.

As James Q. Wilson writes in his book Bureawcracy, nothing is more harmful to a
new program or organization than assigning it to a larger, established department with
* a conflicting sense of mission or a lack of commitment to excellence. Making the Trust
an independent agency would give it added prestige and political autonomy. But more
important, it would let the staff develop their own sense of mission and operating pro-
cedures thhout interference from the outside.

For example, placing the Trust in HUD, perhaps the most poorly managed ’

department in the government, would guarantee that HULYs pathetic management
"~ ethic would be transferred to your program — perhaps with fata! results. In addition, it
would place the Trust's funding stream at risk because the permanent HUD bureaucra-

cy would constantly attempt to move its funding to one of HUD's more traditional pro-.

grams, like HOME. Rural constituencies might also feel slighted if the Trust was locat-
ed in an agency that has a primary focus on urban issues. Placing the Trust at Treasury
would make sense given the fact that CDBs are financial institutions. However, the
program’s comtrunity development mission might get ahghﬁed at an agency with no

community development orientation. Thus, we recommend creating an independent
entity.

The Trust would receive an authorization of $850 million over five years. The
Trust would be run by s President and Board of Directors. The President of the Trust
would be a Senate confirmed, Presidential appointee. The board would be comprised
of representatives from the Small Business Administration, the Treasury Departmert,
HUD, Agricultitre, the bank regulatory agencies, community development financial
msmuhons, and other relevant community groups.

Creating a Community Development Bank Network

Our network will consist of relatively large, chartered mmmﬁmty development
banks supplemented by & broad array of smaller, less formal community lending insti-
tutions.

Currently, there are only a few community development banks in operation, of
which South Shore and Elk Horn are the best known. These institutions are banks:
chastered, regulated, insured for-profit depository institutions associated in bank hold-
ing companies with special-purpose subsidiaries providing technical assistance to the
bank and bank customers. Although their low-default experience and overall economic
success indicate that having a chartered depository institution within & bank holding

3




company is the best corporate structure for a CDB, these banks are difficult to establish
because they require a great amount of capital and must meet tough standards in order
to qualify for deposit insurance. Attempting to build a mfwark of similar institutions
in & few short years would be extremely risky.

Several other types of community financial institutions have been very success-
ful in providing much needed credit and investment to distressed communities, For
example, community development loan funds, community development corperations,
microenterprise funds and other non-profit groups have a great deal of experience and
success in promoting conwnunity development in under served areas.

Our program would create a network that includes all these types of institutions.

This approadz will take advantage of the great pool of knowledge and experience that
already exdsts in the community development community by assisting grass roots lend-
ing operations already underway, while slowly developing a strong network of safe
and sound development barks. A narrow, exclusive “CDB-only” program would make
inadequate use of the human resources and substantial expertise that currently exists
outside of chartered institutions. In addition, such an approach would greatly decrease
the support of the many grass roots organizations and individuals who are needed to-
‘make a federal program work but are more comfambie with less imposing, less formal
models than South Shore.

Under the proposed program, federal assistance would be available to the entire
range of conununity development financial institutions (CDFIs). For example, the fed-
eral government could provide a small capital matching contribution to help a group of
citizens and community organizations start a new non-profit conununity development
loan fund; or, a technical assistance grant could be provided to an existing state char-
tered. community development credit union that wanted to expand its business or geo-
graphic area.

Although structured to assist all types of CDFls, the federal program would
favor CDBs as the highest form of community development financial ixistitution on the
evolutionary chain, The program would fecognize that, as chartered, insured entities,
. CDBs have the greatest ability to leverage funds, the greatest potential to realize
ecanomies of scale, and the ability to attract and retain sophisticated lending and man-
agement staff. Thus, the federal program would encourage but not require CDFls
which have reached a certain size and level of sophistication to eventually become char-
tered depository institutions.

This flexible appmch will allow individual community groups to follow a strat-
egy that best fits the unique needs of their commundty and is best suited for their talents
and resources, and to receive federal assistance as long as they meet a strict community
purpose and community involvement test. :



Selecting Network Participants

To receive financial or technical assistance from the National Community
Development Trust, & community institution would have to be part of our national
community development network, Membership would hinge on three principal qualifi-
cations. First, a group would have to exhibit a primary, explicit and very public com-
mitment to community development in a targeted area. ‘Second, the CDFF’s loans and
investments would have to be directed at supporting community development — with
more than 75 percent of its loans and investments directed toward development in tar.
geted communities. In addition, perhaps the most important qualification for federal
assistance would be & demonstrated ability to manage a CDFL

Jwo concerns emerge in the application process. First, the danger that the .

process will become too sub;ecnve and indeterminate. Second, that the program will be
subject to political pressure in Congress. Recognizing both of these concerns, it is
" essential that the Trust consider a number of additional selection criteria, including:

. Leverage — the number of nonfederal dollars in capital or other support
relative to each federal dollar in support.
Sustainability after expiration of government support.

. Need for federally-supported credit in defined service area.

. Expertise in technical assistance.

This iast criterion is extremely important. Itis generally agreed that many small
borrowers default not because of economic conditions, but rather because of ignorance
about management, financial, and legal matters. Existing CDFls have shown that with
active guidance and credit counseling, low income residents of distressed areas can be
extremely credit worthy. This counseling is key — CDFIs simply won’t succeed without
helping their borrowers achieve success.

Accordingly, providing technical and development assistance services to CDFI
borrowers is a top criterion for network membership. These services are a necessary
complement to CDFI lending activity in order to reduce default rates. Technical assis-
tance to individual borrowers would be provided by each network member either
. directly through a subsidiary or affiliate, or by contracting for such consulting services
through a local organization such as a CDC. As an additional option, several CDFls
could form a regional Technical Advisery Group that would service borrowers or man-
agement of several institutions. The National Office would weigh the availability of
such services in awarding CDFI ﬁmnmal support.

Capitalizing Network Members

The National Comumunity Deveiopﬁnent Trust would help institutions accumu-
fate or expand thelr start-up and operating capital. Individuals or entities applying to




establish a new CDFI or expand an existing one would choose the capitalization/finan-
cial assistance options that best fit their needs and prospects. The choice of one option
wouldn‘t necessanly preclude the concurrent or future use of athers The options (dis-
cussed in detail in the appendix of this chapter) would include:

¢ Federal matching grants for capital
. Grants for technical assistance and development services
. Direct loans and loan guarantees for technical assistance or capital pro-
jects
Access\membership in the Federal Home Loan Bank System
A tax credit to individuals or entities who invest in CDFIs
Community Reinvestment Act (CRA]) credit for banks who assist CDFls

Providing Technical Support and an Information Clearinghouse

In addition to providing financial assistance, the National Trust would provide
information and technical support as well. One of the central challenges facing existing
and newly established CDFIs is the shortage of experience in and information about the
development and management of their particular type of institution. The National Trust
" would establish an information clearinghouse for the productive exchange of informa-
tion about community-development lending and management. This would allow for
the dissemination and duplication of innovations — 2 way for CDFIs to learn easily
from the mistakes and successes of others. Some resources should also be made avail-
able to support feasibility studxes, business-plan development, and application prepara-
ton.

The National Trust would have a staff of consultants to work with community
groups and bariks to improve their operations and help develop community develop-
ment and lending projects. Shore Bank has successfully operated such a consulting
team on a small scale for 8 number of years.

. Starting Off Right

Because the Trust needs to get off on the right foot, we suggest tapping members
of the Shore Bank and Elk Horm staffs to run and staff the operation, We believe this
could go a long way toward the création of a successful operation.



ENTERPRISE ZONES'

During the campaign, you called for the creation of enterprise zones to spur job
creation and economit vitality in America’s inner cities. The theory behind enterprise
zones is simple. The government gives tax and regulatory incentives to businesses oper-
ating in a designated area. This helps existing businesses in the zone to grow, and
encourages entrepreneurs fo start new businesses to take advantage of the incentives.
The result, at least in theory; is a return of private enterprise and the availability of jobs
in previously destitute areas,

Enterprise zones remain extremely controversial. Liberals attack them for being
“trickle-down”. Many economists believe the zones merely redistribute wealth geo-

graphically instead of creating new wealth. The evidence from state and local experi-

ments with zones is mixed,

We believe you should go ahead and try enterprise zones on a large scale.
Congness has been debating them for years. They have been passed twice by Congress
in 1987 and 1992, only to be killed by the Reagan and Bush Administrations. And while
. there i5 no conclusive evidence that they will work, they clearly won't hurt. It is time
we try them, give them time to work, and see what happens. America’s cities are in
great trouble, economically and socially. The stakes are so high that any experiment
which holds out the potential for success should be tried.

History

Since the early 1980s, 36 states and the District of Columbia have enacted enter-
prise zone legislation, most cffermg only tax and regulatory incentives, Congress eriact-
ed federa] enterprise zones in 1987 but the Administration refused to designate any
zones.” In October of 1992, Congress passed H.R. 11, (the wrban aid tax bill that Bush
vetoed in November), which included a proposal for “enhanced enterprise zones.”

‘ “As passed by both houses, HR. 11 would enable up.to 50 enterprise zones by the

end of 1956 to receive an average of $500 million per year in federal tax incentives.
However, liberals opposed providing straight tax and mgulatory relief — it sounded
too much like trickle-down, and would have been a feather in the conservatives’ cap.
So they torpedoed straight tax relief, and added on increased social spending by $500
million a year on a broad array of programs within each zone.

i .
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. ACClinton 'Erzterprise Zone Proposal

- We recommend building on H.R. 11 but making some substantial improvements
as well. We recommend creating the same number of zones as H.R, 11: 25 rural, 25
urban, This compromise was the result of intense negotiation on the Hill that no one
wants to go through again. However, our approach differs from the bill passed by
Congress in two significant ways:

1. We believe that each zone should not receive a small amount of additional
spending on social programs as proposed in HR. 11. Social programs are going to
receive an enormous boost nationwide under a Clinton Administration -~ more than
the authors of HR. 11 thought possible. For example, we propose full funding of WIC,
Head Start, and child immurdzation programs; a major expansion of the EITC; and a
major increase in aid to local law enforcement. Within this context, we advocate 2
© return to the original intent of enterprise zones — providing business and employment
incentives to help restore private enterprise to America’s destitute inner cities and rural
areas.

These business incentives would be identical to those passed in H.R. 11, to speed
passage of the bill in the new Congress: an employer wage credit, increased Section 179
expensing, capital gains exclusion, capital gains deferral, ordinary loss treatment for
certain property, and a deduction for purchases of enterprise zone stock.

2. The major criticism of enterprise zones from the left is that they do not provide
jobs for inner city residents ~ workers simply commute in to work at businesses that
have relocated to take advantage of lower taxes. In other words, trickle down doesn’t
work. We believe this critique has merit. However, the answer, in our opinion, is not
‘that zones don't work, or that they must be supplemented by increases in &rgeted aid
to urban governments or social programs. Instead, we believe each zone must be given
special employment tax incentives fo insure that zone residents do not get left outin the
cold. Assuming that poor residents are intended to be the main recipients of the eco-
nomic benefits of zones, we propose $250 million in additional employment tax credits
. for employers who give jobs to welfare recipients. This will ensure that zone benefits
do accrue to the poor, while assisting our efforts to end welfare as we know it by sub-
> stantially boosting the employment opportunities available to welfare reciplents.

HOUSING EMPOWERMENT

America’s housing programs are in bad shape. After twelve years of Republican
rule, funding levels are low, programs are mismanaged, and the corporate ethic at HUD
is a disaster - arguably the worst of any federal department or agency. This is sad,
because the need for a progressive, comprehensive housing policy has never been
greater, Millions of Americans are homeless, public housing residents are trapped in 2

8



web of squa-zlor and dependency, there is a tremendous shortage of affordable rental
units, and the American dream of home ownership is slipping through our fingers.

Throwing money at the problem won't work, In its current condition, HUD is
part of the problem, not the solution. We believe the best approach is to maintain cur-
rent funding levels for the HOPE and HOME programs, while implementing reforms
that have the greatest chance for success:

1. Permanent extension and support of highly successful tax incentive programs
like the Low Income Housing Tax Credit and the Mortgage Revenue Bond Program.

2.  Dramatic expansion of the “Moving to Oppertunities” empowerment program.

3. “Transfer of under-utilized federal housing stock to community groups to house -

‘the homeless.

If, after a period of tima, the Clinton Administration believes HUD is back on frack, a
majot expansion of current housing programs should be considered.

The Low Income Housing Tax Credit

During the campaign, you pledged to make permanent the Low Income
Housing Tax Credit (LIHTC). Authority for the LIHTC expired on June 30, 1992,
Permanent extension was passed by Congress in HR. 11 but vetoed by President Bush.
We believe you should ask Congress to pass pennmmt extension immediately.

Enacted in 1986 and administered by Treasury, the Low Income Housing Tax
Credit and the private/public partnerships it creates are proven winners. Despite some
complaints about specific provisions, it has been a powerful and fruitful tool of federal
housing policy, leveraging our housing dollars for maximum effect. The tax credit is
distributed to states based on a $1.25 per capita formula. The state allocates credits to
~ developers of proposed low-income housing projects. The developer attracts investors
. " who in retum receive the credit. The credit costs $300 million per year.

The LIHTC has extremely important economic and housing effects:

. Since its creation, the Low Income Housing Tax Credit has helped finance
more than 420,000 units of affordable rental housing, Currently, it results
in the production of mote than 100,000 units of low-cost rental housing

Por year.

. The tax credit accounts for m{;ne than one-third of all multi-family rental
construction starts and more than 95 percent of low income housing con-
struction.

)




. The LIHTC is responsible for approximately 60,000 to 90,000 jobs, $1.8 bil-
lion in wages, and $14 to $15 billion in associated economic activity.

Permanent extension will increase the effectiveness of the program by providing
greater security to investors, It will keep a campaign promise, and send a clear signal
both to advocates and developers that we take housing policy seriously.

There are some criticisms of the LIHTC. Some believe we need to increase long-
term federal monitoring of compliance and property condition to avoid creating 2 new
stock of substandard housing 15 or 20 years down the line. Others, including the GAQ,
believe that the credit is too lucrative to developers. While these criticisms have some
merit, we are afraid that attempting to “fix” the LIHTC will delay and otherwise imper-
. il its passage, to the detriment of the housing market. Thus, we recommend that you
push for immediate permanent extension with the proviso that Congress should inves- -
tigate the need for long-term reforms over the course of the next session. :

The Mortgage Revenue Bond Program

During the campaign you pledged to permanently extend the Mortgage
Revenue Bond Program. Like the Low Income Housing Tax Credit, authority for the
MRB expired in June. The vetoed HR. 11 would have permanently extended this pro-
gram. We believe you should move quickly to extend the MRB programn permanently.

The MRB program helps make home ownership a reality for millions of
Americans. It is the only federal program which reduces morstgage costs for lower
income, first-time homebuyers.

* Since the creation of the program, MRBs issued by state and Jocal
housing finance agencies have helped more than 1.9 million
lower income households to become homeowners., T

A
ke

+  More than 120,000 households-were assisted in ‘1993' R

. Assisted buyers are largely blue-collar Warhng people. In 1991,
for example, the average MRB borrower earned $28,740 per year
and bought a house with an average purchase price of $63,123. By
comparison, the average unassisted first time homebuyer eamed

'$43,900 to buy housing at an average price of $103,800.

Permanent extension will pass Congress without controversy.

10



Moving to 5ggiertmziti‘es

Perhaps the biggest problem with federal public housing programs is that they
ghettoize participants. Children grow up in depressing environments, lacking role
models, good schools, and a hopeful atmosphere. Parents find few job opportunities,
and everyone is constantly threatened by crime and drugs.

One way to break this cycle of dependency and hopelessness is to empowe pub-
lic housing tenants ta seek rental housing on their own in better neighborhoods, where
there are more job opportunities, less crime, and better schools, People moving from
projects to their own rental unit assume a more independent life style and greater
~ responsibility for their own lives.

n 1992 Congress created a demonstration project, Moving to Opportunities, |

‘which empowers volunteer famnilies with five years of rental assistance to help them
move from projects to their own rental units, Participants are offered Section 8 rental
housing assistance, which allows them to leave a public housing pmj&f:t and seek more
attractive rental housing in a good neighborhood at a subsidized price. They are also

offered extensive counseling to help them to move to radally and economically mixed -

neighborhoods. The rental assistance contract lasts for five years. During that time,
families in the program have a lengthy opportunity to seek better paying jobs, addition-
al education, or training to help them to achieve independence.

The program has tremendous potential to transform housing policy, replacing
permanent dependence with temporary assistance. Judging from non-federal experi-
ences with similar programs, it will lead to higher employment rates and improved
school performance for kids. Most important, we believe a significant percentage of
participants will achieve independence during the five-year period in which they
receive assistance.

‘ _Currently authorized at $50 million, the program involves 1500 families in six
cities. We propose expanding terdold to $500 million.

Héasing the Homeless

During the campaign, you talked about transferring federally-owned but under-

utilized housing stock to community groups to house the homeless. This is a great
_idea, and well worth pursuing. |
3 :

As a result of the S&L debacle, the federal government has become one of the
largest owners of residential property in the nation. In addition, a large percentage of
HUD stock is not in use because of disrepair and mismanagement. The underutiliza-
tiont of these properties remains one of the great “missed opportunities” of national
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housing palicy We believe that aggressive pursuit of initiatives to put this housing
stock back into play would repay itself many times over. It would also exemplify our

commitment to reinventing government -~ doing more wzth less by using what we
have more efficiently.

Our program would have two parts:
1. A federal housing stock inventory.

. Currently, the federal government has a very imperfect idea of what housing -
stock it owns and the percentage of that stock which would be suitable for housing the
.homeless. There is an inter-agency task force which attempts to coordinate public
housing stock disposition. This group should be up-graded and assigned to produce,
. in six months on an emergency basis, a federal homeless housing inventory. To ensure -
. that the inventory is as complete as possible, the President should call on homelessness
advocates, community groups, and state and local governunénts to identify housing
stock in their area which they believe would be suitable for homeless housing.

2, A federal transfer and rehabilitation grant program.

A federal program would be established to transfer under-utilized federal prop-
erties to nonprofit organizations and public agencies for rehabilitation and occupancy
by the homeless. Participating agencies would include HUD, the Veterans
Administration, the FDIC, the RTC and FmHA. The program would be administered by
HUD, Federal housing stock which is currently under-utilized would be eligible for
transfer to community groups to house the homeless, and grants would be made avail-

-able for rehabilitating stock which is not currently habitable.

Tobe iw:hz:ied in the program, pmperﬁes would have to:

Have an appraxsed per-unit value below $50,000. |

Have been under federal control and unoccupied for more than one year,
Be located in a low-income neighborhood.

Have been previously used as low-income housing.

. & » »

Transferred properties could be used as either transitional or permanent hous-
ing. At least 25 percent of the units in permanent housing would have to be occupied
by formerly homeless residents. The remainder would be occupied by households with
incomes below 60 percent of the area median income and paying no more than 30 per-
cent of that income for rent.

The government would require no payment for transfer of the federal properties.
In addition, HUD would provide deferred payment, interest-free second mortgages,
repayable upon termination of eligible use or after 50 years, whichever is sooner.
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Secand mortgage assistance would be limited to $25,000 per unit occupied by the
homeless. No operating or rental subsidies would be available. However, states and
localities would be permitted to supplement assistance with existing subsidies in their
control, including HOME, CDBG, Low Income Housing Tax Credit (LIHTC), tax-
exempt bond financing, and Section 8 certificates and vouchers. Section 8 certificates
and vouchers could be assigned as project-based assistance without regard to current
lirnitations.

Because much of the vacant federal inventory of residential property is believed
to be unsuitable for occupancy, and because governments and community groups are
unlikely to have resources sufficient to upgrade these facilities, our federal disposition

program must include grant moneys to rehabilitate and repair transferred housing
stock.

PoriticaL OVERVIEW: COMMUNITY EMPOWERMENT

We believe our community development agenda would be popular in Congress

and signal that you are a new kind of Democrat, by focusing on new and innovative’

solutions to pressing problems.
Community Development Banks

There is strong support in Congress for non-traditional community development
strategies, and for community development banks in particular. Senator Riegle is per-
haps our strongest backer. He included funding for development bank demonstration
projects in the latest housing bill, and has signalled that his committee will work with
us to pass a comprehensive provision early in the session. The main area of controver-
sy is likely to be reform of the Community Reinvestment Act (see discussion in appen-
- dix). Also, Barney Frank and others may argue that the federal government should not
'be subsidizing for-profit banking institutions. This argument is a bit specious ~~ obvi-
ously, deposit insurance, which every bank receives, is a similar subsidy. We provide
deposit insurance for the same reason we should support for-profit development banks:
because it serves an important social and economic purpose.

Enterprise Zones

Despite the longstanding controversy over enterprise zones, we believe they will
pass quickly if you ask for them. In the House, enterprise zones are strongly supported
by Gephardt, Rangel, Waters, members from urban districts generally, and members of
the Congressional Black Caucus -~ proof that not all liberals think they are s bad idea.
In the Senate, strong supporters are Kennedy, Riegle, Sasser, Mitchell, Byrd and
Lieberman. (Bentsen is very skeptical)
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Housing |

Everything we are proposing is very popular. As long as we fund the rather
modest costs with new money, rather than transferting funding from current housing
programs, we should not have too much trouble. Some may advocate a tremendous
increase in funding levels for current programs, and in particular HOME. HUD is in
such trouble, however, that we believe you can put them off by arguing that we need to
overhaul the department before substantially increasing its budget.

o s
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Advisers Consulted

f

Community Development Banks

Bruce Katz, Mat! Roberts —BSenate Banking Committee

Martin Trimble - National Association of Community Development Loan Funds
Deepak Bhargava — ACORN

George Surgeon — Southern Development Bancorporation (Elk Horn}

Bob Weissbourd — Shorebank Advisory Services, Inc. (SouthShore}

Cliff Rosenthat - National Federation of Community Development

Credit Unions

Floyd Stoner — American Bankers Association

Amy Antheny — former Massachusetts Secretary of Housing and Community
DPevelopment

Bryan Hassle — Center for Community Self-Help (N.C.}

Josh Gotbaun: — Lazard Freves

Eugene Ludwip - Covington and Burling

Sarah Kovner ~- Community Capital Bank

Enterprise Zones

Bruce Katz — Senate Banking {Sarbanes)

Matit Roberts - Senate Banking (Riegle}

Marsha Simon — Senate Labor (Kennedy}

Ken Glueck — {(Lieberman)

Chris Walker, George Peterson, George Galster, Tom Kingsley, Ron Mincy, and Margery Turner
Urban Institute Senior Analysts

* Bob Greenstein, Paul Leonard — Center for Budget and Policy Pnon{'zes

Will Marshall — FP1 .

Dick Cowden — American Association of Enterprise Zones

" Richard Price, Marc Weiss, and James Schuyler

Housing

Bruce Katz — Senate Housing Subcommittee Staff Director

Fred Karnas — National Coalition for the Homeless

Barry Zigas - Low Income Housing Coalition

Paul Leonard — Center for Budget and Policy Priorities

Josh Pozner — Community Builders

Robert Rozen, Grace Reef — National Housing Law Project

Buizz Roberts, Paul Grogan (and others) ~~ Local Initiatives Support Corporation
- Dr, Michael A. Stegman - Professor N.C. at Chapel Hill

Anthony Friedman -~ Powell, Goldstein and former Asst. Secretary under Carter

Larry Simons — Fowell, Goldstein
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Chris Waikey George Peterson, George Galster, Tom Kz:zgsfy, Margery Turner, Ron Mmcy —
Urban Institute Sendor

National Council of State Housing Agencies

Kevin Relly — Senate Appropriations (Mikulski)

Frank DeStefano ~- House Banking Housing Subcommittee Staff Director (Gonzaiez}

Bob Rapozza - Rural Housing
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Appendix: Cammum’ty'ﬂeﬁeiopmt Bank Financial Assistance Options

1. Federal matching grants for capital. For a de novo CDFI of any type, the Federal
government could provide a start-up capital grant, This contribution would be provid-
ed on a one third /two thirds matching basis with private equity raised by the appli-
cant. (The contribution for a comununity development credit union could be in the
form of a purchase of membership shares). In most cases this would be a one-time con-
tribution. The one-time nature of capital assistance would prevent dependence on

annual government capital contributions and would therefore prevent political manip-
ulation of CDFls.

In the case of a for-profit CDB, the federal government could pravzde a start-up capital
contribution through the purchase of subordinated equity. A stock purchase agreement

could be structured so that if a given CDB achieved a certain level of profitability, some-

or all. of the government’s initial contribution would be repaid. Such an agreement
would also give the government additional control and leverage if needed. The gov-
ernment could also choose to retain its equity for an indefinite period.

2. Soft grants. Grants would also be made for planning, technical and development

- services assistance. Grants for this purpose would not have to be made on a matched
basis.

3. Direct loans and loan guarantees. The goverrunent could also make direct loans
* (at Treasury rates) or provide loan guarantees for expansion, technical assistance, or for
other services needed to enhance the CDFIs mission. The loans or Joan guarantees
- would be made at terms to be determined by the government.

4. Access to the Federal Home Loan Bank System. The federal government could
also pay for CDFIs to join the Federal Home Loan Bank System (FHLB) when appropri-
ate. Because so many of the FHLB's primary customers (thrifts) have disappeared <ue
to insolvency, the system has become a entity in search of a mission. Since the purpose
of CDFIs is 50 close to that of the thrifts of yesteryear {the same thrifts which the FHLB
system was originally created to support and regulate), the system is a natural support
network for CDFIs. FHLB membership would give CDFIs access to a Liquidity facility
{(a “window”) and access to longer term funds at below-market rates for community
investment activities. Under current law, any financial institution may join the system
{Commumty Capital Bank, a New York bank founded in 1990 with $6 million in capital,

is currently a FHLB member). However, the cost of membership through a purchase of
FHLB stock can be high, particularly for small banks, Having the govment shoulder
this cost would give CDFIs a big boost. :

Although the Home Loan Banks currently have the authority to lend to non-member
institutions (as they have recently for state finance agencies) the Federal Home Loan
- Bank Act could be amended to provide CDFIs an explicit authority to join the system
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with full membership rights.

Membership in the FHLB system would not be a substitute for an initial government
equity contribution, but would provide a needed source of funding to enable CDFIs to
grow and have a greater impact.

* In addition, the FHLB system could be directed to examine the feasibility of creating a
secondary market for CDFI, and possibly other financial institution loans. As a govern-
ment sporsored enterprise (GSE), the FHILB system would be a very appropriate vehi-
cle through which to establish a secondary market for CDFI loans — most of which, for
reasons of size and credit quality, don’t conform to current secondary market standards.
A secondary market for small business loans would be particularly helpful to CDFls
and other small financial institutions and cauld certamly increase credit availabzmy for
small businesses, : ’

5. CDFI Tax Credit.The government could provide a tax credit to individuals or enti-
ties who invest in CDBs. The tax credit could be modeled on the Low Income Housing |
Tax Credit with benefits allocated to a community or institution and the total expendi-

ture capped.

While there might be substantial political resistance to creating another tax credit, its
potential benefit to CDFIs makes it worth pursuing.

6. Community Reinvestment Act (CRA) credit. The current CRA gives bank regula-
. tors broad discretion to decide how, and in what manner, commercial banks may
demonstrate that they are making good faith efforts to lend to their local communities.
. Currently, regulators give banks CRA credit for contributions to and investments in
CDBs. Without any legislative action, the regulators could easily let bankers know that
a good way to demonstrate “substantial compliance” with CRA is to invest in and
assist the formation and/or operation of CDFIs. Such a pronouncement would certain-
ly increase the flow of commercial bank funding to CDFls and would he a good first

step.

One sdditional step could be taken to prwide even greater incentives for banks to
assist CDFIs; CRA could be amended to authorize the regulators to give banks
enhanced CRA credit for assistance to CDFIs. This step would undoubtedly increase
the amount of bank assistance to CDFIs. Howevey, it would also be highly controver-
gial - probably the most contentious part of this CDFI proposal.

r

Community groups and many members of Congress would view enhanced CRA credit
as & way for banks to take a shortcut through CRA. They would see it as a way to
lessen banks’ existing obligations to meet the credit needs of low and moderated
income communities - an obligation which is the foundation of CRA. (Senator Riegle
has already stated that he would pppose any bill that provides enhanced CRA credit).
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On the other hand, the banking industry would probably fight any CDB proposal that
does not give them additional CRA credit. Most banks simply hate CRA. They view it
#$ an Qvaﬁy burdensome and unnecessary form of credit allocation. For many years,
they have waged a campaign to weaken and win exemptions from CRA. They plansa
major push this year and will certainly view any CDFI legislation as a perfect vehicle
through which to achieve their CRA goals. Thus, any legislative proposal that is sent to
Congress risks being bogged down on CRA issues.

It is therefore recommended that any decision on CRA in the CDFI context be deferred
until some compromise can be found. Such a compromise could be sought through
extensive consultations with the two warning factions (banks and community groups)
and government regulators and policymakers. The sides are so polarized that a com-
promise might not be achieved, but one needs to be sought.  Ata minimum, a working

group process would enable the incoming Administration to develop a position on -

CRA which it would feel comfortable defending,.

19




O

EMPOWE

PROGRAM Fyoy | Kvos | Fyes | Fyss | Fvsr | Fyes | sess

Banks i) 130 150 A70 150 210 850

Enterpriss Zones 20 404 5% JI6% 951 1.179 3.899

Permanent Extengion Of Low-

Income Housing Tax Credit 300 300 300 300 300 300 1.500
¥ Permancnt Exwasion Of The ’

Morigege Revenue Bood

Program 20 200 | 200 200 300 20 1.000

Homelessness Rehab. Grant '

Program 0 050 050 050 050 050 250

Muoving To New

Opporumities 0 2% 500 S0 540 562 2372

COMMUNITY

EMPOWERMENT

SUBTOTAL 79 s34 | 178 2000 | 227 | 2801 9.871




Civil Rights and Freedom of Choice

For twelve long years, Republican Administrations have used civil rights and
choice as political weapons. They worked to make the right to choose a criminal
offense; packed the Supreme Court with extremists; turned the national debate on affir-
mative action into a sound bite about “quotas”; furthered the acceptance of negative
ragal stereotypes; and, perhaps worst of all, played politics with ma;ar civil rights leg-
slation.

We believe you should send a strong message at the opening of your administra-
tion that the days of division and neglect are over. This chapter presents nine executive
actions to protect choice and civil rights that you could pursue at the beginning of your
~ administration. Each action will help protect the civil and Constitutional rights of “
every American. Together, they can signal the most profound shift in national civil
rights policy since 1964.

Lifting the ATDS Immigration Ban

Full Enforcement of the ADA

A Constitutional Plan to Study D.C. Statechood

Ending Discrimination against Gays and Lesbians in the Federal
Government

Lifting the Gag Rule

Lifting the Import Ban on RU-486

Repealing the Mexico City Family Planning Rule

Allowing Abortions on Military Bases

Lifting the Ban on Fetal Tissue Research

e 3 13 2
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Two major pieces of civil rights legislation are not discussed in this chapter: the
Freedom of Choice Act and the Gay and Lesbian Civil Rights Act. We believe your sup-
port for these bills is extremely important - you should encourage Congress to pass
them. However, we do not believe you shmxld not send these bills up to Congress for
passage in the first 100 days.

In both cases, major supporters of the legislation on the Hiﬂ and among the
interest groups have competing drafts of the bill which they believe are best. For exam-
ple, NARAL is backing one draft of the Freedom of Choice Act which they believe has
the best chance to pass, while the ACLU and NOW are supporting a version that goes
farther to protect the right to choose, but probably could not win on the floor.

If we send Congress a version of either of these bills, we tie purselves to a specif-
ic draft rather than maintaining the flexibility to back whatever version eventually
passes; we make enemies by endorsing specific language; and we open ourselves to the



charge that we have “backed off” should a less stringent version than the one we origi-
nally endorsed make it to your desk. We believe this would be a grave mistake. Thus,
we recommend that you maintain your strong and vocal support for these measures

but not include them in your 100 days agenda.

ENDING THE AIDS IMMIGRATION BAN

In Putting People Firsi, you promised to “lift the current ban on travel and immi-
gration to the United States by foreign nationals with HIV” and "direct the Departnent
of Justice to follow the Department of Health and Human Services’ recommendation
that HIV be removed from the immigration restrictions list.”

Eat:kéround

As the result of a 1987 Helms amendment, HHS regulations name HIV as one of
several “dangerous diseases” which provide grounds for denying a US. entry visa to

aliens. In 1980, Congress changed the standard for exclusion to “communicable disease .

of public health significance” and directed the Secretary of HHS to determine what dis-
eases fit this description. On January 23, 1991, HHS issued a Notice of Proposed
Rulemaking proposing to classify only infectious tuberculosis as grounds for such an
exclusion, which would effectively remove HIV from the list.

HHS vigorously snpparted this proposal although DoJ and the INS oppcaed it.
On May 31, 1991, after r&cezvzng 40,000 written commaents in 2 month (opposing the
proposed rule by a margin of 9-1), HHS instead published an Interim Rule falling back
on its pre-1990 list of eight communicable diseases (a list which includes HIV). HHS
said it needed more time to review the issue and took no further action.

Opponents of the excluswa note that the United States is one of the faw coun-
. tries in the world to restrict visitors on the basis of HIV, and that other nations may
respond -in kind. The Bush Administration policy runs counter to the recommendations
of major organizations like the World Health Organization and the International AIDS
Society. The 1992 Intemnational AIDS conference was forced to move from Boston to
Amsterdam because of international opposition. :

PR,

Recommendation

Direct the Secretary of Health and Human Services to issue a final rule limiting
the definition of “communicable diseases of public heaith significance” to infectious

tuberculosis, which would lift the ban on travel and imumigration to the U.S. by foreign

nationals with HIV.
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FurLy IMPLEMENTING THE ADA

Putting People First promises that the Administration will “work to ensure that
the ADA is full implemented and aggressively enforced.”

Background

Passed in 1990, the Americans with Disabilities Act strengthens federal anti-dis-
crimination protections for the disabled in the areas of employment, public accomumeo-
dations, public transportation and telecommunications. State and local governments
must also provide full access. .

The disabled-rights community says the Bush Administration committed few
resources to implementation. The Department of Justice has responsibility for enforc-
ing Title {I {state and local governments} and Title HI {public accommodations).

Recommendations

The four following recommendations are for executive action, and could be
implemented quickly at the opening of your Administration, These suggestions are
good substantively and important politically.

1. Public Service Announcement: You could appear in a Public Service
Announcement stressing your commitment to enforcement and urging voluntary com-
pliance. Surveys show that less than 1 in 5 Americans know about the ADA.

2. Department of Justice: The name of DoJ’s Public Access Section could be
changed to the ADA Section, and the Office of Public Affairs should promote ADA
technical assistance and enforcement.

3. Compliance Board Appointments: The President can.fill five:positions up for
renewal on the Architectural Transit Barriers. Compliance. Board thh disabied people
arid experts in accessibility issues.

4. Increase the Technical Assistance and Enforcement Staff: Three people at
. Justice now handle 2000 hotline calls weekly, and the hotline is only open from 1to 5
pam. People can be loaned from other agencies, more positions appropriated, and
hours lengthened.



B.C, STATEHOOD . | f_;-**)

You testified on behalf of D.C. statehood in November 1991, and repeated that
support throughout the campaign.

Background

The District of Columbia’s 600,000 residents do not enjoy full citizenship rights.
Although the House of Representatives recently granted the District’s delegate the right
. tovote on all floor actions except the final passage of bills, D.C."s “Shadow Senators”
still have no Senatorial privileges. Washington may not tax the two thirds of its land

owned by the federal government. In return, the fecieral government covers one-fifth
of the District’s budget, -

The most important decision you must make, which will determine your
approach on this issue, is whether you believe D.C. can becomae & state legislatively, or
whether it requires an amendment to the Constitution.

Statehood advocates support a legislative approach, which is easier to pass than
a Constitutional amendment. Rep. Norton and Sen. Kennedy have sponsored a bill
under which D.C.'s non-federal land would become “the state of New Columbia.” The
federal government’s payment would continue, and D.C..building height limitations '
could not be changed without Congressional consenit. The bill passed out of the House :
D.C. Committee on a party-line vote in 1952. Sen. Kennedy's bill saw no action, and
Senate Governmental Affairs Committee Chairman Glenn said he would wait for the
House to act first.

Since the tenure of Robert Kennedy as Attomey General, however, the Justice
Department has argued that a Constitutional amendment is necessary — and many
- Constitutional scholars concur. For example, while serving in the Carter

Administration, Judge Patricia Wald argued that D.C. statehood requires a constitution-
al amendment: K

“any attempt to make the District a state without an amendment to the
Constitution would present both practical and legal difficulties....if we are going
to change the plain meaning of the original Founders to set that (D.C.} up in the
Constitution we can do it, but I believe only by constitutional means.”

Recommendation

Your support for statehood is clear — the question is whether a legislative fix is
constitutional or not. If you believe it is, you should endorse the Norton bill and }
declare that you will sign it when it comes to your desk. However, our own opinionis = ~_:
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that an amendment {s necessary. One way out of this impasse would be to appoint 2
blue ribbon panel to investigate the constitutionality of statehood legislation. This
would allow you to take rapid action to show you care about the issue, without com-
mitting you prematurely to a questionable position on a major constitutional issue.

BANNING DISCRIMINATION WITHIN THE FEDERAL
(GOVERNMENT ON THE BASIS OF SEXUAL ORIENTATION.

| During the campaign, you said you would issue an executive order banning dis-
crimination on the basis of sexual orientation in federal hiring and contracting.

Recommendation

You should issue the Order. The ban should cover (1) employment actions like
recruiting, hiring, appointmert, training, promotion, tenure and compensation; (2) the
provision of services and benefits by the government; and (3) governunent contracts.

Implementation action should include (1) authorization for the EEOC to publish
guidelines implementing and enforcing the executive order; {2) mandates that each
agency develop a program for educating employees about the new guidelines; and (3} a
requirement that the Department of Labor develop regulations enforcing the ban on
discrimination in government contracting.

REPEALING THE GAG RULE
In Putting People First, you promised to “repeal President Bush's gag rule.”
Background

Title X family planning services are targeted toward women aged 15 to 44 from
low-income families who are at risk of unplanned pregnancy. More than 3,800 clinics,
serving. over 4.5 million women annually, receive federal family planning funds.
Federally supported family-planning programs have a tradition of “non-directive”
reproductive counseling -~ not favoring any particular option - and referrals upon
request. In 1981, the Reagan administration even formalized this policy. In 1988, how-
ever, the Reagan Administration issued new rules for projects receiving federal family
planning funds (under Title X of the Public Heailth Service Act):

s Title X projects cannot provide patients with counseling or referrals for
abortion services,
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. Title X projects must refer pregnant clients to prenatal care and social ser-
vices, even if they request information about abortion.

. Title X projects may not “encourage, promote or advacate” abortion.
{Prohibited actions include lobbying, providing pro-abortion speakers,
paying dues to groups that advocate abortion as a “significant part” of
their activities, using legal action to make abortion available, and devel-
oping or disseminating pro-abortion materials.)

’ Organizations may engage in other projects which provide abortion coun-
seling and referrals, or which promote abortion, only if these projects are
kept “physically and financially separate” from their Title X-funded pro
jects,

In 1991, the Supreme Court upheld the gag rule by a vote of 5-4 in the Rust v.
Sullivan case. The Court said the government is entitled to define limits to the pro-
grams that it funds.

In March of 1992, President Bush issued a “guidance” to the gag rule which per-
mits physicians — but no other staff members at projects receiving Title X funds — to

provide any abortion counseling necessary to give the patient “complete medical infor-

mation.” The change was largely cosmetic, since most direct patient services in Title X
projects are provided by non-physicians such as nurse practitioners, nurses, counselors
and social workers,

On November 3, the U.S. Court of Appeals for the District of Columbia enjoined

enforcement of the Bush rules on procedural grounds. ' But between now and the inau-

guration, the Bush Administration could still move to enforce the 1988 version of the
gag rule.

. By overturning the gag rule or signing legislation that repeals it, you will insure
that medical clinics receiving federal funds can once again provide abortion counseling
and referrals. Note that the AMA supports overturning the gag rule.
Recommendation

Temporarily suspend the gag rule and repeal it through normal rule-making pro-
cedures. It would also be wise to instruct HHS to publish the pre-1989 Title X regula-
tions to restore stability. (Further review could be conducted through the Title X reau-
thorization likely to come up in the first six months of 1993.)




L1FTING THE IMPORT BAN ON RU-486

In Putting People First, you promised to “Support testing of RU-486." During a
july 7 interview with Bill Moyers, you said you “would encourage {the FDA} to test it
and, if appropriate, to approve it, to make their judgment. ... It might be one way to
minimize (the conflict over abortion}, at least to some extent.”

Later that month, you called on the FDA “to stop playing politics” with the
drug: “We think the FDA should treat these issues in a nonpolitical manner and should
aggressively move to evaluate RU-486 and determine whether it is safe for use under
the ordinary standards that would apply for any other drug and make a decision and
go forward.” Al Gore also discussed the issue on MTV in October.

Background

According to Eumpaan data, RU-486 is 96 percent effective at inducing an abor-
tion during the first nine weeks of pregnancy and may be safer than surgical abortions,
It may yet prove useful in treating diseases like breast cancer, disbetes, szshmg 5
Syndrome, glaucoma, endometriosis, and fibroids and other tumors. RU-486 is also
being evaluated as a contraveptive.

In France, RU-486 is used in about one-third of all abortions. Medical complica-
tions are similar in type and frequency to those resulting from surgical abortions.

- From 198889, the FDA developed a policy allowing the import of drugs not yet
approved to treat hfeﬁweatenmg conditions - as long as the dmg is being used for a
patient’s personal use, is not intended to be mmmemahzed and is “not known to rep-
resent a significant health risk.”

" In June 1989, follcwing pressure from Bob Dornan and Jesse Helms, the FDA
argued that RU-486 poses just such a risk and placed an “import alert” on RU-486 effec-
tvely prohibiting its importation for personal use. A-House subconunittee and a feder-
al court called the decision political, arguing that no evidence of such 2 risk was estab-

lished and that the FDA d;d not distinguish RU-486 from other drugs admitted for
import, |

The import alert does not ban research or testing in the United States. Several
pharmaceutical companies have filed applications to conduct preliminary trials on the
drug for its non-abortion properties. But the alert has sent a negative signal to its
European manufacturers, who don't want to market the dmg where the political cli-
mate is tilted too strongly against abortion.

A July Harris poll showed that 60% of Americans support making RU-486 avail-
7



able in the U.5,, including 54% of Republicans and a slim majority of Bush s’zzpporters‘

The battle lines drawn over RU-486 parallel those of the abortion debate at large,
and pro-choice advocates routinely mention it in the same breath with the Freedom of
Choice Act and the gag rule. Anti-abortion activists are outraged that abortion could
become s¢ convenient — some call it “chemical warfare on the unborn.” They have

barraged RU-486 manufacturers with postcards and th:eaten boyeotts if it is introduced
in America.

The medical community is largely opposed to the import alert, since RU-486
holds the promise to make abortions safer and treat many other diseases. Indeed, there
has been some concern that the fight to overturn the import alert has been too narrowly
focused on its implications for abortion.

Top officials with RU-486s patent-holder, France’s Roussel Uclef, are said to be
reluctant fo offer the drug in other countries for fear of pro-life protesters. Roussel offi-
cials “had offered several large American corporations the chance to license the drug”

in the U.S,, but “all had turned them down.” Roussel’s majority stockholder,.

Germany’s Hoechst AG, is even more reluctant.

Rousse] Uclaf has stipulated several criteria for the introduction of RU-486 into a

new country. Political criteria are (1) abortion must be legal, 2) the pohtzz::zl climate

must be accepting of abortion, and (3) informed consent procedures must be strictly fol-
lowed. _

Recommendations

1. Instruct the Commissioner of the FDA to issue an interpretive rule rescinding
import alert number 66-47.

2. ‘Approve imports of RU-486 for testing only. RU-486 has not undergone the
FDA's scientific testing and approval process, though some groups argue that foreign
data should be sufficient for immediate approval. Immediate approval would undercut
the Administration’s argument that science should win over politics. :The Thalidomide
scare still casts a shadow over any new-drug controversy, and the FDA traditionally
requires some domestic test data for approval.

This and other pro-choice measures outlined here should be announced along-
side a nationwide campaign to combat teen pregnancy (see Children and Families
chapter). Our overriding goal is still to make abortion “safe, legal, and rare.”

L
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REPEALING THE “MEXxIco CitY” RULE

During the campaign, you promised to repeal the Mexico City rule,

Background

. In August 1984, President Reagan announced the “Mexico City” restrictions on

funds appropriated through the Agency for Intemational Development. The policy
prohibits the use of United States funds to support “nongovernmental organizations
which perform or actively promote abortion as a method of family planning in other
nations.” It also dictates that no part of the U.S. contribution to the United Nations
Fund for Population Activities be used for abortion. In the United States, only Planned -
Parenthood refuses to comply with the order and is therefore ineligible for U.S. fund-
ing. x .

Recommendation

Repeal the policy by Executive Action: since President Reagan’s actions were
exempt from rule-making requirements — because it is a foreign affairs function and
because it relates to a grant ~ you will be able to repeal the policy by Executive Order.

ALLOWING PRIVATELY-FUNDED ABORTIONS AT U.S. MILITARY
BASES g

In June 1988, the Department of Defense prohibited abortions at U.S. military
facilities, even if paid for by the patient. ‘

Recontmendation X
Lift the Ban by Executive Actiorc since the action was a “military affairs func-

tion,” the normal requirements of the Administrative Procedure Act do not apply and
the President can overturn the ban without 2 Notice and Comment procedure.



LIFTING THE BAN ON FepDERAL FUNDING FOR FETAL TISSUE
RESEARCH

During the campaign, you promised to lift the ban on fetal tissue research.
Background

Fetal tissue transplants hold great promise for treating and perhaps curing a
variety of diseases, including Parkinson’s Disease and diabetes. Transplants may yet
prove useful to patients with Alzheimer’s disease, Huntington’s chorea, spinal cord
injury, certain bleod disorders, and genetic disorders.

Until 1988, federal regulations did not pretab:t federal funding for transplanta- -

tion research that uses tissue from dead human fetuses. But in March 1988, HHS
_ banned federal funding of such research — unless the tissue was obtained from miscar-
" riages or stillbirths — pending completion of an independent study. Although the
majority of the NIH panel concluded that the use of human fetal tissue is acceptable

public policy and should proceed, HHS Secretary Sullivan continued the ban indefinite-

ly in 1989 for projects involving induced abortions.

NIH-supported researchers can still study fetal tissue obtained from elective
abortions for general research {including transplants into animals), and tissue obtained
from therapeutic and spontanecus abortions for transplantation research. The

researcher must have nothing to do with the abortion and dannot pay anyone to abort
the fetus.

A January 1992 Wirthlin Group poll showed 63% of people polled oppose “the
-use of tax dollars for research in transplanting aborted fetal tissue into bodies of per-
sons with various diseases.”

Recommendations

Instruct the Director of the Department of Health and Human Services to end the
moratorium on federal support of research involving transplantation of fetal tissue
obtained from elective abortions, The ban can be lifted without a traditional “notice
and comment” rulemaking, since it relates to “grants, benefits, or contracts.” If the ban
is lifted before February 1, it will insure that grant proposals can still be funded in 1993,
Waiting till after Feb. 1 would postpone funding grants until well inte 1994.

The Order should also establish restrictions similar to those contained in the
Waxman bill overturning the ban, based on an NIH report and similar restrictions for
organ donation under the National Organ ’I‘ransplam Act, which Vice-President-Elect
_Gore sponsored:
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Informed Consent: The woman must provide informed consent for the abortion
and then the donation. :

Directed Donation Prohibition: The donor cannot reserve her fetus for any speci-
fied individual, and she must be given no knowledge of the identity of potential
recipients. This is to insure that women do not conceive just in order to donate
the fetus to a loved one or for financial gain.

Physician’s Statement: The woman's doctor must testify that (1) the woman con-
sented to the abortion and that the abortion procedures and timing were not
altered to facilitate the transplant; (2) the informed consent requirement was
obeyed; and (3) the woman is made aware of any medical risks involved and any
interest the physician has in the research.

Informed Comsent of Researcher and Donee: The principal msearche: must {1} be
aware that the tissue is human fetal tissue obtained from an abortion or stillbirth
that was donated for research purposes, (2) so inform other researchers in the
project, and (3] require the donee to acknowledge such information in writing,
and (4) have no part in any decision as to the abortion’s timming or procedure.

Audit of Information: The Secretary of HHS may audit the research project to see
if the physician and researcher have completed their paperwork.

State and Local Laws: Fetal transplant research conducted by federally-funded
entities and by HHS must comply with applicable state and local laws.

Prohibited Transactions: Interstate buying or selling of fetal tissue is prohibited, as
is soliciting or accepting “directed donations” of fetal tissue (to a partzcu}.ar per-
son). Violators would be fined and/or sentenced to up to 10 years injail. This is
similar to the system used for organ donations.
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Advisers Consulted — Civil Rights

Dionna Brazile, Administrative Assistant, Rep. Eleanor Holmes Norton
Ralph Neas, Leadership Conference on Civil Rights

Rep. Al Swift, Chair, House Administretion Committee Subc. on Elections
Judy Appelbaum, Senate Judiciary Committee

Katherine LeRoy, House Judiciary Committee

Advisers Consulted — Choice

Kate Michelman, Dawn Johnson, NARAL

N.OW.

Women's Legal Deferse Fund

American Medical Association

American Bar Association

Vivizn Escobar-Stack, Planned Parenthood Federation of America
ACLU

National Wormen's Political Caucus

National Family Planning Reproductive Health Association
Susan Cohen, Allen Guttmacher Institute

American College of Obstetricians and Gyneczzk}gtsts
Joanne Howes

Ruth Katz, Tan Westmoreland, Rep. Waxman

Cynihia Gilley, Population Crisis Committee
Association of American Universities

Parkinson’s Action Network

Juvenile Diabetes Association

Alzheimer’s Association ,

Coalition for Research Freedom

ACLU

National Women'’s Political Caucus
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APPENDIX 1
BUDGETARY EFFECTS OF DOMESTIC PC
.(In Biltions)
ATI ERV]

. | Nationa! Service {Cost Per

100000 Smdents, Assumes

100,000 Smudents By January

1996} 0 350 1.1 1.8 2.1 24 715

NATIONAL SERVICE '

SUBTOTAL 0 A58 11 1.5 2.5 p X 38
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EROGRAM EY9E | EXss | EY97 | EY®8 $4.98

3 Percent Cut In Annual Real ‘

Admigisrative Conts/100,000

Reduction In Fedaral

Workforee ) 603 4 46 L5896 1 Q801 | -12908 0 -18217 1 49482
28 Percent Out In Whing !
House Budgat ~313 {14 «1d N1}t 015 ~016 i 1firl 3 5
Elimination Of Uniecessary .

Commissions ~025 ) ~£154 - {556 -~ 058 -0 3286
Enhanced Rescission 3.0 40 &0 A0 490 45 =30.000
Motor Voter Grant 0 D56 O ] 0 0 050
Performance Management

Piiat Project 0 00 0 o 0 0 00010
Campaign To Reinvant \

Govermnment M0 0 0 0 0 0 00.000
REINVENTING '
GOVERNMENT . .

SUBTOTAL{savings) «~L338 | L1066 1 12964 | 15872 -IB981 | -22.29) $0.276




PROGRAM EYS3* | EY94 | EX35 | EYo6 | F¥37 | EYPS | 2498
Expanded EITC J00 | 1000 | 2000 | 4000 | 4200 | 4.400 156
Expanded JOBS o 600 | 1500 | 2600 | 3800 | 4000 125
Child Support o | 200 | 300 | a0 | S0 | 800 20
Cassload Reduction 0 o 400 | <800 | 2000 | 2200 | -5.400
WELFARE SUBTOTAL 700 | 1800 | 3400 | 6200 | 6300 | 68 24700
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RAM EY93* | FYes | EY9S | FY96 | FY97 | E¥es | 9498
Mational Education Goals ’
Paned 034 L34 Rine 037 3. 038 84 :
State And Local Reform 0 050 100 150 200 200 700
Grants
Urban Reform 125 328 A28 A28 125 625
Youth Apprenticeship 75 78 325 525 350 .1 1850
Supplermentsl 250 B ¥ 3 540 61 583 805 281
Office Of Educational ’
Research And lmprovement
{Reauthonization) 1] 010 L4 D14 0 L ¢ 038
Quality Workforce
Development Act 0 25 £25 836 1.137 140 4073 ||
Dislocatsd Worker Assistnce
Ant & S5 S 506G LS00 S0 2506 ¢
EBUCATION &
TRAIMING SUBTOTAL 284 139 2118 2,598 3108 Aé18 12,780




CHILDREN & FAMILIES
ROGR FYoy | ¥Yes | Fyes | FYss | FY97 | FY98 | 2498
Family Preservation Services " 093 20 300 320 340 1.275
Tax Deduction For Adoption
5,000 deduction phased out
at $80.000-590,000 AGH 0ot O18 019 019 01 0% 095
Grans For Licensing And -
Monitoring 0 025 025 028 028 025 328
Head Start 0 Loo0 | 2000 | 3000 | 4000 | soo0 | 15000
HIPPY 0 200 200 200 200 200 1.000
wiC O 361 S0 | s o83 | e 3.900
Il Depeadent Care Tax Crodit o | o3 | w2z | w4 | 12 | 18 | am
| Children’s Tax Allowance 0 | 4m | 9&0 | 9 | s | oM | 438
| Prevention Sustegy 3] 008 008 .08 008 08 040
CHILDREN & FAMILIES
SUBTOTAL 001 653 | 13762 | 15388 | 163875 | 17671 | 60928
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' CRIME STRATEGY. -
)

PROGRAM Fyea | Fyos | kyos | Fvos | Fyer | Fyss | ss.08
100,000 New Cops/Police i
Corps 150 | o1z | a5 | 1200 | 1248 | 1297 | 5403
Byme Granes/Community
Policing 060 | 900 | B0 | 00 | 900 &0 | 4500
Brady Bill 0 100 0 0 0 0 100
Criminal Justice Drug
Testing/Treatment 0 200 | 00 | 100 | 100 100 500

| Medications Development _ ‘

| Program - 0 024 024 24 024 Q24 120
Drug Treapment Research 0 48 | 149 | e | s | a® 745
SAFE Schools 0 100 | a0 | 00 | dm0 | a0 | 50 ,
Gang Prevention Grasts o 100 100 300 100 100 500 ’
Demestic Violence/Rape ’
Grants 0 145 | a2 | o oo | a2 | s
White Collar Crime 0 o050 | o050 | 0% | o050 | 0% 250
Law Euforcement Family
Suppont g1 12 ] g g 1§ i 123
Ruzal Crime Initiative 850 050 os0 | o% 050 | 250
CRIME STRATEGY
SUBTOTAL 210 | 263 | 2338 | 2293 | 2841 | 2389 | 13.498
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COMMUNITY EMPOWERMENT

PROGRAM FY93* | FY94 | Fyos | Fy9s | FY97 | FY98 | 9498
Community Development

Banks ] 130 80 J76 190 210 £s
Emterprise Zones m AGA 556 165 091 L1799 | 3898
Permenent Exwension Of Low-

Income Housing Tax Cradit 200 300 305G 300 300 200 1.500
Permacest Exiension Of The

Mongage Revepue Bond

Program 20 .t 4 240 20 20 200 1.000
Homelessness Rehab. Grant -

Program & 850 050 050 030 450 25
Moving To New )

Opportenities g 250 S00 S .540 la2 2.372
COMMUNITY

EMPOWERMENT

SUBTOTAL T79 1334 $1.786 1005 22N 2501 %871
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DOMESTIC POLICY i
TOTALS 13588 | 58469 '
*NOTE

FY93 sumbers not included in S-year tolals,
Numbers are in outlays, oot budget suthonity {BA)L
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DEFICIT REDUCTION

We believe strongly that aggressive deficit reduction is essential to the success of your
Presidency. While new revenues may be necessary, we believe that you must focus on
cutting spending as well. Reducing spending on wasteful or unnecessary programs and
special interest subsidies will demonstrate that you are a different kind of Democrat, capable
of governing, and provide the political capital {and the room in the budget) you need to
increase spending on programs that mean a great deal to you and to the future of our country:
health care, economic growth, and the initiatives outlined ¢lsewhere in this book.

The following is a list of programs and special interest subsidies that we believe you
should consider eliminating. We have svoided cuts to programs that serve important policy
eads: economic development, aid to children and families, and the battle against poverty. We
also did not include cost savings from reform of the health ¢are system and Social Security,
and defense cuts. Instead, we have focussed on those programs that remain in the budget not
because of their value, but because of the power of the interests who fight every year for their,
rétention,

We believe these cuts should be included in your FY 1954 budget (although you
cannot expect to achicve the savings listed for FY93, we decided to list these figures for
illustrative purposes), Obviously, eliminafing these programs and subsidies will not be easy.
However, you will have an oppartunity to foree a vote on budget reconcilistion early in your
term, at the height of your power and popularity. This vote could be your best shot at deficit
reduction, particularly if the budget also contains new programs of immense popularity like
national service and universal health care that can make a tough vote more attractive. And
remermber — if you don't eliminate these programs and subsidies in your first few months,
you will have to live with them for the rest of your term.

Altogether, this list of proposals to reduce the deficit would save $155.276 billion over
- the next five years. Evea if you chose to eliminate only half the subsidies and programs on
this list, you could reduce the budget deficit by $77 billion through 1997, That amount is
enough to pay for all of the domestic initiatives described in this book and still provide
significant deficit reduction.

. Deficit Reduction Package

Total Deficit
Reductio




*NOTE

All projections are in outlays

All bodget estimates are for Fiscal Years.

All estimates provldcd by Congressional Budget Office or Hoese' Buzigct Committee.
All numbers in billions,



TAX SUBSIDIES

1. Amortize A Portion Of Advertising Costs

Background

Under the incame tax, the ordinary costs of doing business can be fully deducted a8 they s incurred or
paid, but capital expenditures cannot. Instead, capital expenditures to purchase assets with useful lives that
extend beyond the current tax year must be capitalized. They sre then deducted at prescribed rates as the assets
wear out in order 1o mach costs with income. Advertising is Teated 23 an ondinery business cost that can be
fully deducted when incurred, since providing information about & product is considered essential to its sale.

. Because advertising often contribues 10 brand recognidon that may last for years, capitalizing & pomon
of advertising costs and deducting it over several years tnight improve the matching of business costs with
income. Requinag 20 percent of all sdvertising cocts to be capitalized and deducted on # straight.line basis over
four years would raise sbogt $18 billion.

Poiitical Minefields

The advertising industry will vehemently oppose this proposal, arguing that because the aseful life of
advertising depends on its unknown effect on customers, soy amortization rate would be arbitary.  Ip addition,
because advertising is not always easy (o identify, this option would require complex rules to distinguish
advertising costs from other ordinaty basiness costs. Some costs such as those of ‘notifying customers of price
changes, redesigning product packaging, or changing store displays, might br might not be viewed as advertising.

During the 1988 election, the Dukakis campaign considered this proposal and got pounded by the
sdvertising industry.




2. Forther Restrict Deductions For Business Mesls And Emmimgnt

Background

The 1 coxde genesally does not sliow deductions for parsonal living costs, but it allows fill deductions
for ordingry and necessary business expenses. Expenszs for meals, cateniainment, and travel are deductible only
if they arc clearly related 10 business and are not deemed 1o be “lavish snd extravagant™ under the circumstances,
Moreaver, only 80 percent of the expenses for meals and snserainment meeting these conditivss can be
» deducted. The Congress imposed these restrictions out of & concern that some isapayers were deducting personal
living expenses as business expenses. The restrictions could be tightened further by lowering the 80 percent
Bmit. For example, limiting deductions w0 50 percent of expenses for mesls and entertainment wonld raise
revenues by $15.3 billion through 1957, '

Political Minefields

Separating the component of expenses for meals snd entertainment that represents ordinary and
necessary business expenses from the part that represents persona! consumption is inevitably arbitrary,  The
restairant and entertainment industries are depressed, and would oppose this change in'the Tax Code vehemently,




3. Turn The Possessions Tax Credit Into A Wage Credit

Background

Income eamed by U.S. corporations operating in Puznio Rice or sny U.S, possession is goenerslly geared
as foreign-source income, and the federal tax on such income is offset by the foreign tax credit (FTC) for any
tax paid to the possession. However, & possessions corporation may cisim & possessions tax credit instead of the
FIC, A ULS. carporstion may clect to be & possessions corporation if it has received at least 80 percent of its
gross income for the Last thres years from sources within Puerto Rico of another U.S. possession snd at Jeast
15% of sach income was derived from the active conduct of a wrade or business. Because the possessions tax
credit is equal 1o the U.S. tax on gualified income zamed in U.S. possessions, the credis effectively exempts such
income from feders! tax.

~The objective of the possessions tax aredit has been 1 promote employment in U8, ;xmzssians

Cmnniy, a substantial fraction of employment in Puerto Rico is in possession vorporations: in 1987, 82 percent .

of mafacmmg jobs were in possessions corporations, But ¢ritics srgue that the credit has provided wx
benefits 1o czriain businesses that are overly generous for the jobs they have created. For example,
pharmaceutical masufactorers, who received 54 perceas of the tax benefits in 1987, accounted for only 18
percent of employment in possessions corparations.

Some have rrgued that for the reasons stated sbove, the possessions tax credit should be repealed. This -

is probably sot politically faasible, and a repeal might lead 0 corporations simply moving theily operations
other nations instead of back o the maintand United Staes. .

A more practical slternstive, snd the one we recommend, would be 30 turn the (x tredit into a wage
credit, A wage credit is & more cost-effective way w0 promote employment. The Treasury Department in 1988
propossd & wage credit equal to 60% of wages up to the federe] minimum wage and 20% of wages between one
and four time che minimum wege.  Under this proposal the wage credit would replace the possessions tax credit
azd the forcign tax smedit on income from possessions for qualifying comporstions.  The Trsesory proposal would
siso continue providing possessions tax credit for five year on active business income of qualifying corporations,
Despite the grandfather provision, the wage ¢redit would reise more than $2.5 billion during 199397 period,

Political Minefields

The hisparic community and the pharmaceutical industry - will be the major oppontats 1o the proposed
mmmmm mywmﬁgnemmwgmmmmm Tax Credit will create usemployment in
Puero Rico. N



http:pb.tmw:<:utic.a1
http:PoUtic.a1

4, Tax Credit Unlons Like Other Thrift Institutions

Credit unions, organized for the benefit of members and opersted withomt profit, are not subject to
federsl income taxes and hence are treated more favorably than competing theift institutions, such as gavings and
Josn instimtions and mutal savings banks. Taxing all credit unions like other thrift instinstions would raise $2.9
billion in 1993 dwough 1997, Taxing only credit unions with asseis sbove 510 million, which represent sbout
25% of the total sumber of credit unjons, would raise about $0.4 billion less.

Credit unions, savings and loans, and mutual savings banks were originally all tax-exempt, but in 1951
the Congress removed the tax exemptions from savings and loans and mumal savings banks. It considered them
10 be more like pmﬁt-secking corporations than nonprofit mutwal organizations.

Since 1951, eredit unions have come to resemble those other thrift insticutons in certain respocts.
Credit union mcmbmhlp is oo longer limited to people sharing a "common bond,” geoerally-# place of
emgloyment; since 1982, credit unions have been allowed to extend their services to others, inciuding members
of other organizations. In addition, most credi unioas allow members and thelr familics o partcipate
permanently, even after members have left the sponsoring organization. Credit union membership has grown
from sbout § million in 1950 to more than 60 million today, indicating that credit unions, like tuxable tifts,
now effectively serve the general public, Moreover, credit unions are becoming more {ike savings and loans and -
mﬁtmzzgs banks in the services they offer. Taxable trifis argue 1hat the wx-exempt statis of credit unions
gives them an unfair advantage in today's market

Politles] Minafieldy

The credit union lobby is very swong, and their memberships very well organized.  They will wrgue tha
they continue 10 deserve tax-exompt status because they continuie 1 operals without profit and solely for the
benefit of their member. They will also argue that meking them pay taxes like hurift institutions will make them
tnore like the 3&L indusiry, and as deceiving as that argument may be, i will sl scare many on Capitod Hill,
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SPENDING SUBSIDIES

1. Jmpose User Fees On The Infand Waterway System

Background

The Corps of Engineers spent about 3800 miltion on the pation’s system of inland waterways in 1981,
seeording w CBO estimates, Curvent law allows up 1o 50 percent of inland waterway construction o be funded
by revenues from the inland waterway fuel tax, 8 fevy on the fiel consumed by barges using most segments of
the iniand watvrway system. Revenues from the tax currently fund shout 20 percent of feders! outlays for inland
waterway construction. All expenditures for operstion and maintenance (OAM) wialed sbout $300 million;
construction outlays, about $500 willion. ‘

wimposing user fexs high enough to recover the cost of O&M outiays for mZazzzi waterways wonld reduce "
" the federal deficit by 5350 million in 1993 and 51.9 billion during the 19931997 period. The receipts could be
considered tax revenues, offseiting reczipts, or offsetting collections, depending on the form of the implementing
Legislastion. These sxtimates do not take into account any resulting reductions in income fax revenues,

The sdvamage of this option is the beneficial effect of user fecs on efﬁcwmy During the campaign

Governor Clinton stated he would use yser fess 1o help pay for Jocal infrastructure improvements. This principle h

¢ould be applied at the federal lovel.

litical Minefields

r

The boating industry, which was badly hurt by the Juxury tax on yachts, will swongly oppose this
lcstsla:ion Ross Perot proposed imposing user fees in United We Stand.

1995 1996 1997 | 9397 f
38 39 A1 1.89 }
7
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L. Graring Fees

Background

Various proposals have been introduced in the Congress recently 1o increase the grazing fee. These
proposals wouid either adjust the fec-setting indexes to refiect livestock  markets and private rungeland leasing
rates, of replace the existing fee structure with a new modifisd market valoe. The increase in federal receipts
resulting from either of these tneasures depends on the degree to which ranchers reduce the size of their grazing
siock 23 & result of the incressed fees,

Political Minefields

Incressed fees for grazing on public lands may overstats the value of those lands when compared with
-private propertics that might be in better condition or offer more favorable fesse terms. In addition, low fees )
may encourage permit hoklers to invest in range improvements and to practice good stewardship over the land by
- grazing only at permitiesd lJovels. A potestial disadvantage of increased fess is.that they would cut mnchers’
profits marging and thus might encourage them 1o break the grazing limits and forgo rangs improvements.

' 1594 | 1995




3, Eliminste CSRS Morrill-Nelson

Beckground

The Cooperstive State Extension Service (CSR3) in the USDA has & permanent approgristion t0 pravide
$50,000 annually to the land-grant institutions in each state and territory (an atnual wiat of $2.85 million} te
help suppon graduste education in the food and agricuhural sciences. This amount, which has nof changed since
1912, is not anough to make » significant difference 1o sny gives land-grant instintion, Further, the
discretionary appropriation for the CSKS ($430 million for FY1993} includes funding for competitive grants 1o
support graduate education at the same land-grant institations. The amount for competitive grams has been in
the $7 o $8 million range in recent years. This option requires & Jegisiative repeal of the permanent
sppropriation. '

Political Minefields

"The major opponents to eliminating this program will be the land-grant universities and colleges.
However, the sums involved here do not justfy continuation of C8RS.
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4. Eliminste The Price Support Program For Wool And Mobair

Background

Critics of the wool and mohsir progeam ¢laim that i is o longer needed. Originally this program wax
meant o encoutage incressed production of wool, which was considered a surategic material when direst
payments wene first authorized in 1954, Wool, however, is no longer a strategic material, and a 1990 Cengral
Accounting Office (CGAQ) swudy found that the program does not greatly sncourage produstion of wool or
fmprove its quality {in fact, overall wool production has declined since the program began, the opposite of the
original inteat of the program). The GAQ program wss critical of the mohair program primarily because it kas
no clear jegisintive objestives. Qnly in the past several years have payments besome significant enough to
sitract Etiention (0 the program. Mohair is & specialty fiber, of very Hinle significance in relation to all U.S. fiber
use, and hay never been considered strasegically important. By contrast with wool, 90 percent or more of US,
maohair production is exponted,

AL158% Conpressional Research Service reponcd that 43 percent of the woal pmgrm went t¢ only 1.5
percent of sheep growers. Mohasir payments show & similar patiern.

iﬁea! i Tz

Defenders of wool aad mohair programs argue that payments are necessary 0 maintain a boalthy
domestic indastry.  They slso argue that the payments conmibuse significantly t¢ the sconomic survivel of some
rural areas and to the income of many farmers and ranchers, including Native Americans. Moreover, the
grogram encourzges lamb production, thus lowering meat prices for consumers.

10
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£, Eftirate The Hoaey Program | f’)

Background

The Federal Government supports honoy producess by subsidizing the grice of hongy, Undera
miarketing loan program, producers pledge their honey as coflateral for a federal loan at the rate of 53.8 cents per
pound. The loan can be repaid, wnd the colisieral redeemed, nt the market price or the loan rate, whichever is {
lower. The loan repaymient rate for the 1991 marketing year is estimsted to sverage 45 cents & pound, which
tneans that LLS, production is subsidizad by an aversge of about 8.8 cents 2 pound for the year.

Critics of the program, includiag the General Accounting Office, claim that price supporis are ac onger
necessary to provide crop poliinstion services, one of the origing! motivations for the progmm. Critics also paint

S wthe rg:g:ivt:iy small pumber of beneficiaries; there are only 2,000 commercial beekeepers in the United States,

Potitical Minefields

‘Supporwers of the hosey progmm claim st it is vital to the econotnic survival of toany beekeepers, and
that many types of crops, including commercial cash crops, would suffer is the oumber of bee colonies dropped
significantly. During the campaign, BC endorsed eliminating the honey program as pan of s deficit reduction
packsge. ) _

In Pusting People First. you called for the slimination of the honey program.

1 e




6. Ship Operating Subsidy

Background

The federal government provides both direct and indirect subsidies 1o the U8, flag merchant marine --
that is, vessels bullt, owned, and operated by U.S. firms and engaged in international trade, One of the direct
federal subsidies is the operating differential subsidy (ODS). ODS compensaies U8, operators of U.S, flag
vessels in foreign commerce for the difference between the operating costs of a U.S. flag ship with an American
trew and the operating costs of the foreign flag competition. Both Presidents Reagan and Bush bave propesed
tliminating ODS,

" Political Minefislds

The meschant marine industry and unicas will stongly oppose eliminating the subsidy, The industy
ciaims thery are hurting, because of weaker regulations regarding flagging in countries ke Liberia and Panama,
and that eliminating the subsidy means ships will seek to be flagged in:those sountries instead of in the United
Staies.  The industry will claim that elimination of the subsidy will-threaten the very exisieade of US, flagged
ships, and therefore the national security of the United Swtes. For exsmple, during times of war, the US,
milivuy cen requisition U.S, Aagged merchant ships. Foreign flagged ships, even if they have s US, c&pzmn
and crew, canniot be requisitioned and probably would comunand & higher fee In thnes of war.

According 1o the House Merchant Marine Comminge, industry leaders are planning 10 mest in early 10
mid- 1993 to discuss ways to reform ODS to cut down on abuses by members of the indostry who are wking
unfair advantage of the subsidy.

§ Savings 1993 1994 1995 1996 1997 9397

239 238 226 194 1142
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7. Reduce The Ocean Freight Differential

The federal government provides both direct and indirect subsidies to the U.S. « flag merchant marine -
~ that i5, vessels buill, owned and operated by U.S. firms and engaged in intemational trade, One of the divact
federal subsidies is the ocean freight differential subsidy (OFDS) which funds the additional costs for the

shipment of government agriculniral commodities that results from the 75% cargo preference reguirement for
those commodities compared with the 0% requirement for other nen-military shipmenis,

vl 1954, the Cargo Preference Act established that 50% of all UK. non-military forsign sid by
transported on U8, flagged ships. This sct was estsblished in response our trading partners who require in many.
cases that all foreign xid they provide be Tansferred on their ships. The Food Security Ast, passed in the 1980s,
raised the U.S, cargo preference requirement to 75% for alf sgricultunal commodities. Farmers have slways
opposed cargo preferences, which make their goods more costly. In addition, because they know they will be
transporting 75% of agriculnm foreign aid, merchant marine firms use thely most inneficient ships 10 transport
the aid. This raises the eost w the U5, government and reduces the amount of aid.

While the agriculiurs] community would xpplaud s reduction in the ocean freight differential to 50%, the ‘
merchany marine industry and unions woeld srongly oppose say reduction, &ven though the proposed change
would weat agriculeural goodds the same &s other non-military aid,

i3
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8. Coast Goard 100% Cost

Background

The United States Coast Guard provides substantial, uscompenssted benefits 1 civilian navigation.
especially to the commercial shipping industry including navigational aids, such as buoys, channe] markers,
lighthouses, and scarch and rescue operations for lost. damaged or disabled vessels, the majority of which ae
receeationsl boaters. This option assumes recovery of 100 parcent of the costs of Coast Guard services 10
commercial and pleasure bost operators. (Ngte: In 1990 Congress enacted fees to provide panial recovery of
Coast Guards costs related o recreational and commerciel boat operstors, This year Congress enacied 2 phased
repeal of the fess imposed on recreational boatersy,

itical Minefields

Bosters and the boating industry will oppose testoration of these foes, #

Y T 77— T T
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9. Restrict Agency Match On Thrift Plan Contributions To 50%

Background

On behalf of any worker coversd by FERS, federal agencies smomatically conribuws 1 percent of
individual camings to the Thrift Savings Pian.  In addition, the employing agency maches any volumary
empioyee deposits up 10 § percent of earnings, with dollar-for-dollar matching for the first 3 percent of pay and
50 cenmis for each dollar thereafier. The entire federal contribution, incloding the astomatic contribution, for
employees puning sside a full § percent amounts to a sum equal (o 5 percent of pay. If the government limited
tmaiching contnbutions to 8 uniform 53 percent rate (50 cents on the dollar), savings over five years would 1otal
$2.1 billion. Private employers typically mawh an individual’s volunuary thrift deposits up 10 6 percent of pay at
& fifty percent rate, A$ modified, the government’s spproach would sl remain superior because of the
sutormatic | percent contribution, The cut in matehing will hit higher-sslaried professional and administrative
workers hurdest because they wse the thrift plan the most.

Pa%iticg_.]‘?iiincﬁgzgs

This proposal will be opposed by e federal employees unions and Congressmen from Maryiand, D.C.

. and Virginiz, where most feders! amployess ruside. The federal emplovess unjons will argue that restricting the

. mah will make federal government jobs less attractive, and limit the ability of the federal goverument o attract
and retain quadified people. In these difficult economic times, that argument does not carry much weight, :

s vl
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10. Auction Licenses To Use The Radio Spectrum

Backeround

The Federal Communications Commission {FOC) is responsible for assigning licenses to private parties
that use the radio spectrum.  Recently, both the Congress and the Administration have considered naking
svailable additional Heenses 1o provide land-mubile communications services. If enough appropriste spectrum
- were made svailable 10 create twe additons] Hcenses, a spectrum auction is gstimated to generate $3.5 biflion
over the 1993-1997 perind. This esticaase is subject 1o considersbie uncerainty; scmal revenves could vary by
52 billion vr tore, The receipts would be scored as revenuss or offsetting receipts, depending on how the
option wus sppliad. Depending on the specific frequencies slloceted for private use, applying the policy could
require new federal expenditures to relocats displaced federal users of the reatlocated spectram.

Currently, holders of licenses who nse the radio spectrum do not pay (beyond an spplication fee) for the
right 10 exploit the spectrum. Technical progress coptinues 1o make possible & greater variety of spectrum uses.
These uses require more spectrum than can be accommodated by current allocations and assignments or licenses.

Using an acction process 1o assign new Hoense for the radio spscmum, sanlogous 1o that used for oil-
drilling rights on the Quter Continental Sheif, offers advantages in sddition 1o federsl revenuts. Under mowt
circumstancss an suction would snsure that sew ficenses would go 10 the usey that values them most. An
suction process would decrease the cost (o the government of assigning Hoenses and sssign them more guickly
than sither the comparstive hearing or 1ottery sliermatives.

Politica! Minefields

According to critics.the principal disadvantage of an auction process is that it may preclude small, less
affluent applicants -- for example, tocal wlephone cooperative - from expanding thetr use of the spectam. The
financial strength of large finms, however, is already & determining factor in the hearing process (given the
- regulntory and legal expenses) and also in the lottery process given the secondary marker {or spectrum allocation
that i crestes). However, even large firms, such #s Motorols, will oppose the suctioning of spectrum, unless it
is tisd to making more of the foderal goverament's spectrum svailable.{such as portions of the spectrum ssigned
o the Department of Defense which are no longer being fully utilized for military purposes). The House Energy
- and Comrazroe would have 1 approve such » change in the stlocation of spectram.

16



1L Elsinste Below-Cost Tlhaber Sales From Natlonal Forests »»‘)

Beckground

is seven of nine Nations! Forest System regions, annual cash reeeipts from federal timber sales have
consistently failed 1o cover the Forest Service's (FS) annual cash expenditures, These thre regions have
" excseded cash receipts by A ratic cf 3wl

Below-cost timber sales have several poiential disadvantages. They may fzad @ an increase in the
federal deficit, wasteful depletion of federal imber resources through uneconomic harvests, unwarranted
destruction of goadless forests valued by many recreational visitors, and government interference with private
timber markets.

Poligeal. gmcﬁc]d .-

{)nc advantage of the s&%es, howcvcr. 35 that the FS timber program generates other-than-financial
bensfits to the government. Among these is comununity stability in ayeas dependent on the federal timber
industry for logging and other related jobs. The risk of sconomic hardship from eliminating the federal timber
program in these areas ctuld be reduced by gradually lowering the level of below-cost timber sales, by providing
federal job replacement skill programs, and by encouraging greater development of other activities, such as
* towristn and recreation in the national forests. A conseasus could be resched on this as pan of the timber
sanference Governgr Clinton promised during the campaign to hold,
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12. Hardrock Minlng Clalms

Background

Private access to public domain lands for hardrock mining is controlied by the Bursau of Land
Management {(BLM). Under the Mining Law of 1872, the discovery of a “valuable mineral deposit” and the
staking of a mining claim gives a prospector the right 1o mine and sell public domain minersls withowt paying
fees or royalties 10 the ficieral government. The osly condition is &o annual cz;xzzzﬁ:m of at least $100 - a

"diligence requirement” - to develop the claim. Moreover, snder current provisions, public hardrock mining
lands can be putented and afjowed 0 pass inio private hands for s fee of $2.50 10 $3.0C an acre and, it is argued,
without & thorough assessment of their alternative uses.

Politioal Mi ids

Various proposals exist to raise fees on hardrock mining claims.: Opposition to thess amendments stems-
from grguments that any change in the current law reducing the prospectors’ expected return would significantly
decreasz overall prospecsng, including that for strategic minerals imponant to naticnal security.

18
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13. Wenther S¢rvice Fees

B ad

The National Weather Service (NWS) provides weather and flood wamings, public farecasts, and severe
weather advisories for the entire United Stawes. NWS dats and materials are made available « private
metearologists for thelr use and offered o private television and radio stztions for their brosdesst. Much of this
information is offered free of charge. This option would charge for special weather services.

Political Minefi

Radic and television stations and networks will appose weather service fees: They will argue that
information on weather and public Torecasts should be made readily avallable o the public. However, charging
fees will.not impede public access (o the westher serviges, since broadeasiers will sndoubtedly continue w0
provide the information - even if they have to pay & small fee ~ gince there is ¢ strong demand for such a
service, :

Savings T 1993 1994

TS
o
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14. Abolish The Interstate Commerce Commission

e und

The Interstate Commerce Commission JCC) regulates sates, operating rights, and mergers and
acquisitions of interstate motor carriers and railroads, It also rules on rail sbandonments and construction of new
rail fines. The ICC's powers have diminished since the passage in 1980 of the Motor Carrier Act and the
Siaggers Rail Act, snd its s1aff and budge! have decreased accordingly. But the vestiges of regulation remain,
itzc{uéiag ¢ large mumber of routine spphications for I0C approval of operating rights, rates, and other business

Taking the final step of the motor-carrier deregulation process begun a decade ago -~ ¢liminating all
remaining 1CC regulation of trucking and intercity bus companies — could save the federsl government shout
$25 million 10 $30 million acnually. Deregulation would apply enly 10 sconomic regulation; motor carrier
safety would still e regulnted by the Federal Highwey Administration, S

Current regulations imposs costs not only on the federal government but also - and it tuch greater
_ magnitwde ~ ois carriers and shippers. In 1990, motor carviers filed 20,000 applications for operadng authornity,
nearly 1,000 applications for approval 1o merge with or scquire other motor carviers, and more than one million
wariffs: railroads filed 183000 tariffs.  Estimstes of deregulation savings (6 the private sector run as high as §28
billion a year.

Folivcal Minefislds

Proponents of deregulation note that the tacking indostry is highly competitive and that competition can
reduce costs and increase productivity far more efficiendy than can regulstion. Opponents contend that the
remeining regulation is pot burdessome and that the open filing of wniffs and applications for operating rights,
rate changes, and mergers profocts carriers and shippers.

As with motor carriers, eliminsting reguirements for milroads to file applications for routine matters
sould reduce coats @ the foderal government as well as (o the industry, There is considerable debate, however,
over whether the rail industry is sufficiestly competitive o protect the interests of shippers. For instance, some
shippers have sccess o only one il line, and some corumunities depend on rail servies for their sconomic
vitality. Authority W handle cases involving market power could be shifted to the Department of Transportation
if the JCC were abolished. Advocates of more extensive dersguiation of railroads argus that the shility of
shippers to enter into jong-term contracts with rilmads diminishes the raifroads’ market power. They also note
that communities dependent on raii cen provide subsidics or other incentives 10 keep rall operations in business.

During the campalgs, we presented you with this deficit reduction opion. 'We would need 1o do some
political wark with the Teamsiers (o make sure they sre comfortable with this prposal,

1994
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15. Elfminate Consomer Homemaking Grants -

ﬁf"“)
Background o

This program provides grants o0 stales (0 prepare youths and aduits 1o be homemakers. Federal funds
are allocated according 10 A state’s per capita income and population; pne-thind of each stats’s sliotment must go
o sconomically depressad greas, These funds can be used for lastrustion in family living aed parenthood, food
preparation and matrition, child development and guidance, home manegement, and the like, In 1990, sbownt §34
million was approprinted for this program, and granis were made to 50 states, the District of Columbia, and six
cutilying arcas,

Politival Mineliclds _ '

Critics of the Consumer and Homemaking Education program srguc both that there is no ¢sseatial
federal role in educating propie e be homemakers and that federa! funds are not necessary (0 support thess
partcular activities. They generally supplement state and local programs for elementary and secondary schools, - ‘
where state and kesl dollars excend federal doflars by more than 20 @ 1. If they chose. states and locslities )
could also wse funds from their Basic Grants to States to continue these services.

21 Y4
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16, Eliminate Law-Related Grant

kgpeound

Thit program sims to provide children. youth, and sdults with knowicdge and skills pertaining o the
Iaw and w the legal principles and values on which it is based.

Political Minefields

The argument for eliminating this program, which was first funded in 1980 and supporied 36 projects In
1990, is that it has successfully supponted the institutionslization of law-relsted educstion, including teacher
training. Past recipicats of grant should be sble 1o continue without fodaral assistance. The legal profession
will appose the elimination of this grant program.

=%
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‘ 17. Eliminate Follow-Through ‘}

Background

This program’s purpose is to develop educational practices that help fow-income children in the early
clementary grades fulfill their potential, .

Political Minefields

Fhose who would eliminate Follow-Thrauph note that #t wss initiated in J968 as a shortiemm
experimental program. I genersted many ideas, bot the Chapter 1 Basic Grant Program is now the approprisie
wehicle for funding state and local educational agencies 1o develop #s weill &5 (0 impicment services for
disadvanteged childeen in preschool and elementary-schoof grades.
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18, Privatize NOAA Research Fleet

Background

National Oceanic Atmoshpere Adminsitration (NOAA) is comprised of 5 departments including: the
National Ocean Service; the National Marine Fisheries Service; the Oceanic and Atmonshperic Fisheries
Research, the National Weather Service; and the National Environemental Satellite, Data, and Information
Service. NOAA programs provide scientific, technical, and management expertise to promote safe and efficient
marine and air navigation, assess the health of coastal and marine resources, monitor and predict the coasta)
ocean and global environments, and protect and manage the Nation's coastal resources.

To assist it in carrying out it responsibilities, the NOAA owns and operates a fleet of sea vessels for
scientific research and other duties. These vessels camry out scientific experiments and maintain buoys and
" navigational beacons. The House Budget Committee has proposed selling the NOAA fleet to the private sector
and having the agency contract with the buyers for service. . The House Budget Committee believes we can save
$50 million a year by privatizing the NOAA flect without damaging the agency's ability to fulfill its functions.

Poltical Minefields

Opponents of this proposal will argue that the NOAA should not become reliant.on the private sector
for vessels needed to provide important information to the public. Environmentalists and scientists are likely
opponents of this proposal, if they see it as a means w0 cut back on scientific work in the area of oceanic and
atmoshperic research.

1996 1997 93-97
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\ 15, Prisoner User Fee . ,..,.}

ackproy X

This proposal was in the President’s FY 1993 budget request, and included in the conference repornt 1o .
the FY 1993 Comumerce, Justice, State, and Judiciary Appropristions Bill. The proposal directs the Aorney ;
General to coliect foes from incarcerated individuals to cover the sverage cost of one year of incarcerstion. The
language permits the Atomey General 10 waive sif or part of the fix based on indigence or other mitigatng
gircumstances. The Burcay of Prisons estimates that sbout & percent of the newly sslucwd prisoners would e
&bie 1o pay their first year cost of incarceration,

Pofitical Minefisld

This proposed user fee would lkely be opposed by civil literarians.

L
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0. BATF User Fees

Bag d

This proposal would have initisted user fees for cenain alcoholic bevernge 1zbel approvals and
laboratory analysss performed by BATF. These servives curently are provided free of charge,

Political Minefields

This proposal was in the President’s FY 1993 budget request, Tt was rejected in the House
Appropristions Bill, accepted in the Senatz, and dropped in conference.
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. DOMESTIC SPENDING CUTS

1. Cangel NASA Eescarch and Technology Programs for the Moon/Mars Initiative

Backsround

NASA pronoses 10 expand research and technology development programs, which sim to estahlish a
U8, base on the Moon arcund the tumm of the century and to carry out & manned mission to Mars around 2010

The main dissdvanisge of procesding with this program at this Gme 15 the cost and the faot that the
space station and sclid rocket echnology, both of which BC suppons, are not completed yer. The project is sise
estimated 15 eo8t #8 much as $400 billion by the num of the century.

“Haliing funding for this program now underscores & Clinton/Gore Administrstion’s commitment © pay-
as-you-go budgeting. According 1o Steve Paimer of Senator Gore's Subcommines on Science, Space, and
Technology, the Augustine Commities, which Vice President Quayle directed NASA 1o convene, said that
expioration from Earth should be on & pay ss you go basis. In sddition, many of the subsidiary benefuts of the
Moonw/Mars initiative could be more centainly and less expensively realized by pursuing aiternative federal
seience programs. Finally, BC has already commined to building the Space Stadon, the Mission <o Planet Eanth,
and funding for the Advanced Solid Rocket Motor {ASRM) program, all of which underscore BC's strong
suppont for NASA.

Potitical Minefield

There will be some backlash from certain states and the space cormunity should BC propose halting
fanding for the Moon to Mers Mission. The strongest response will be from Texas, and particularly Houston,
where the manned space program is based. Many supporters of manped space activities will view this as &
signal that BC does not support manned missions. That is why it is important 10 make two points, First, that
BC is a strong supporter of the manned space program, which is why he is committed to building the Space
Station Fresdom. Second, that ending funding for the Mars/Moon Mission does not mean BC is not committed
o supporting & manned mission 1w Mars. Rather, BC is concerned that NASA will be unable o complete its
objectives within present budget constraints. There may also be some negative resctions out of Florida,
California, Maryland, and Alsbama ~ where the space communities are based - slthough none of these states
has the same kind of commitment 1o the Moon/Mars Mission as Texss. [t is interesting to note that Ross Perot
s calied for the ending of funding for the Space Station, which is the major manned spase program.

Two other potential losers from & decision to halt funding for the Moon/Mars Mission wilt be Boeing
and Martin Mariets, which had won the conmacts for the preliminary design for the firse unmmaned orbiters to
the Moon, ihe firsi pan of the Moon to Mars program.  However, neither of thess are maior projects,

The House and Senate, with Senator Gore's support, zeroed ot fzzixdiztg for the Moon/Marg injugtive for
FY93,

1995

095
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2. Lower Torget Prices To Farmers Participating In USDA Commodity Programs

Background

Producers of wheat, com and other feed grains, rice, and cotton who participate in federal commodity
programs receive s deficiency paymont, the primary form of direct government payment to farmess. The size of
the deficiency payment is caloulawed in pant from the differcace between the market price of 8 crop and a ta:get
price.

The alternative discussed here, would reduce target prices by 3 percent por year szxmg w:tb the 1993
erops. Cutlay savings would be an estimuted $13.3 billion over the 1993-97 period,

An advanage of reducing target prices is that it would increase the degree to which farmers respond (o
merkst ms‘ rather thah © government program beaefits, in making their production decisions. U.S,
competitors and trading partners view deficiency payments as tade-distorting.  Bringing down target prices as
i LLS, negotates foreign-subsidy cuts as part of GATT would be good pubhc poiicy,

Politicsl Minefields

The farm states of the midwest and south will oppose these changes, g3 will their representatives in
Congress. Despite an itaproved outlook for agriculural markers, many farmers are a1l facing financial
difficulties. However, providing financial assistance to needy farmers would be more sppropriate and would
certainly be more cost-effective because the bulk of deficiency payments go to Iarger, usually wealthier, farmers.
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3. Raise Share Of Acreage Ineligihle For Deficiency Payments

Beckground

Qutlays of the Commeodity Credit Corporation would be reduced by cutting the number of acres eligible
for deficiency payments. Currently, wheat, foed grains, cotton, and rice producers participate in commodity
programs receive s deficiency payment. The size of the deficiency paymens is generally equal to the difference
between the target price for the commodity 2nd s market price tmes the program yield assigned to the farm,
tmes "payment acres”, Payment sores equels 85% of the farm's crop acreage base, less land idled to comply
with the acreage reduction program that is in effect for the crop during that crop year.

This option would expand the changes made in the Omnaibus Budget Reconcilistion Act of 19930 by
decreasing the amount of land efigible 10 receive deficiency pavments from 85% of base screage t0 75% of base
screage. Producers would be permitted to plant any crop or oilssed on this additional unpaid scrcage without
fosing cligibility for futare program benefits. These changes would be introduced both to raduce program

spending and to increase the flexibility that farmers have to make planung decisions in mspense 0 the needs of

the mmn&ammmcnﬁesnfmcfmmgnms

! Political Mmgﬁg}%

The disadvantage of this option is that it would decrease farm incoms for most participants of
commodity programs and for people raising crops that do not direetly receive federal support. Program
participants would generally shift production sway from program <rops on land no longer carning subsidies and
towird altemnative crops.  As 4 result of these changing production patierns, incomes of growers of non-program
crops would be hurt by the new competition,
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4. Eliminate Spectat-Purpose HUD Grants

Background

As pat of the 1992 eppropristion for the Depantment of Housing and Urban Development (HUDY, the
Congress funded 133 special-parpase grants. The conference report accompanying the appropristion act specifies
the sctivities funded by each grant, 55 well a5 the commuenides and organizations receiving them, Although the
grants are part of the eppropriation for rental housing assistance for low-income households, the overwhelming
majority of them are simed & community and sconomic development, infrastructure, and public service
activities. Specific endesvors include art conters snd pecrestion and health care facilities.

One argument for not funding them s that their benefits are strictly local and should be funded at the
focal level. Morenver, in last year's budget request, the Administration said that this type of grant violates the
principies of open and fair distribution of HUD program resources that were adopted by the Congress in the
1988 HUD Reform Act. The Adminisustion further maintained that these grants were being swardad without
authorization and withowt published selection criteria or'competitive application procedures.  Finally, they are not
well-targeted towards staies with low per capita incomes, In fact, in 1992, the 10 states with'the highest per

‘capita income in 1989 (and with 29 percent of the U.S. population} will receive 33 percent of the totsl smoum,
and the 10 poorest states (with 10 percent of the population) will receive only 17 pereent; :he rest of m siates,
with moderate incomes, will get 50 percent of the funds,

During the campaigs, Governor Clinton came out in favor of eliminating Special-Purpose HUD Grants,

Political Minefields

The mayors will oppose this because of the reduction in funds for development and service activites.

1996 1997 93.97
43
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8. Reduce Overhiead Rate On Federally Sponsored University Research

Backgrovad

Under current practive, when fedoral agencies disburse research and development (R&D) grams o
universities, they pay not only the direct costs incurmed by the researshers but also indirest costs. Besides
administrative overhead, such expenses include library and student services, building and equipment, and
operations and maintenance. Of a weal of $4 billion in university grants and contrasts paid for $1.2 billion in
indirec costs. Concerned by the xise in such costs, the Congress has begun to reduce them by capping the
sdministrative porton a: 26 percent of so-calied modificd direct cosis - subset of all direct costs ~ for research
sponsored by the Deparsment of Health and Human Services (HHS) The department ascounied for gver half of
the $9.2 billion in university R&D sponsored by the federal government in 1991, \

.:The President and Congress could furthier reduce indirect costs by capping the administrative portion &t
20 percent of modified direct costs for university Tescarch sponsored by all non-defense agencias, and cspping
facilities” indirect costs a2 1S percent. In order to save the funds indicated below, the appropristions for the
mlcmugzmcs woiid Bave to be reduced by the amount corresponding to the saved indirset gosts, This is
because the funding for these indirect costs typicaily comes within the appropriation ceiling - crowding out
direct spending on research itsaif. \

Politieal Minefislds

Opposition o such reduction in overbead stems from the need 1o maintain & healthy wniversity
eavironment, Despite & dandful of well-publicized ovcumrences of universisy sbuse of indirecs cost charges,
recent sudits at HHS have found that questionsble charges smount to only about 1 percent of indirect costs,
Mare impontant, defenders of the current system argue, is the need for the universities 1o recover the wowl cost of
research, so that the United States can continue to maintain the world-class system of research universities built
up 8t great cost over u petiod of decades. Not allowing universisies to recover ali costs could result is slow
decay as financially strapped institotions might be forced to reduce investments in new facilities, complete library
collections, and the like. In addision, the dats, a2 s point, do not exist to allow federsl sgencies to determine
e gue tota) cosis of R&D and the panern of distribution of these costs among universities and spending
caiegories, In these circumstances, & cap could easily be ser below the resl cost-recovery point.

As an Alternative to caps on individual indirect cost componemts, the Congress could impose an overal!
indirect cost cap on all institutions. This system would provide thase instinmtions e are sbove the oversl cap
. with an.incentive 10 become more efficient and cost-conscicus. Institrting a flat rate of 40 percent (roughly the
average indirect cost rate in !QQ}Wmmg by $200 million in 1993 and $2.9 billion over the
- 19931997 pene&
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€. Substitute Privaie Flnancing For Government Financing Of The Superfund Program To The Maximum
Extent Possible

Background

The Superfund program 1o clean up the nation’s worst hazardous sites makes four groups of “potentially
responsible parties”™ (PRPs) Lable for cleanup costs, damages 10 natural resources, and the cost of health-impact
studies. The PRPs include & sie's past and present owners and operators, the generators of its hazardous
subgianess, and any ransporters who selected the site 83 & disposal Tocation.

This proposal would minimize the use of money from the Superfund wust fund for cleanup work; the
fund would be drawn on only when the collective resources of a site's PRPs are insufficient to cover the total
costs. Specifically, the EPA would forgo the option of funding a cleanup and then seeking reimbursement, and it
would avoid PRP seitlements that covered less than 100 percent of cleanup work and past costs. In some
respests, the proposal merely extends EPA's current "enforesment first” Superfund strategy by placing even more
emphasis o Jeveraging private-sector dollars; however, it uses increased private spending as an opponumty ic
reduce federad expenditares rather than to increase the pace of the Superfund program. N

The strongest version of this proposal includes short-term’and emergency removal sctions, as well as
long-term remedial responses and their associated studies, in the definition of cleanup work. “This variznt would
save 81,1 billion over five years, assuming that Superfund tax rates remain unchanged, 30 percent of the sites
have no financially visbie PRPs, and the enforcement budget rises by 20 percent. Focusing more narrowly on
remedial actions and their preliminary studies would reduce the five.year savings w $700 million.

Political Minefields

Proponents of this approach argue that it would better reflect the "polluter pays™ conception of faimess
that is » guiding principle of the Superfund taw, and that it would reduce the overall cost of hazardous waste
clzanuy by taking fuller advantage of the efficiency of the private sector. QOpponents counter that further
enphasis on leveraging private dollars is likely to be inefficient, given the impact on enforcement costs, and 1o
raise the rigks o heaith and the environment by dalaying cleanup; that prohibiting the use of jeint Superfund and
PRP finuncing is unfair given that sites may involve "orphan shares™ sssociated with parties that are insolvent or
cannot be found; and that increases in private.party contributions should comu: 10 be used to increase the pace

of the program.
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1. Streamilne The Operation Of Farm Agencles’ Field Officas

Backeround \ ‘

A 1991 repent by the GAD found thar the Agricuttural Stabilization and Conservation Service (ASCS)
angd the Soil Conservation Service (8CS) have offices in more than 85 percent of the 3,150 counties inthe US.,
the Farrpers Home Adminiszation has offices in over 60 perosnt of the counties, and the Extension Service bas
offices in nearly all of the counties. Each agency employs state-level mansgess to averses local operations. The
GAQ report recommended extensive streamiining through the coliccation and consolidation of field offices and
through improvements in sharing resources (coliocation involves two or more sgencies sharing a common
operating site; consolidation involves merging two or mare field offices of 2 single agency into a xingle office).

During die campaign, Governor Clinton stated bis support for streamlining USDA field offices,
Politicztirg insfields

The USDA, in response 1o the CAQ repors, clsimed it would be difficult w realize substantial cost
savings. The USDA siated that many oppermunities for sharing filed office resources have already been realized,
that many field offices have already been collocated or consolidared, and that full collocation is wot always
possivle. Farm lobbyists will argue that this proposal will create a reduction in services. In order to mute some ;
of the criticism, Governor Clinton may want 1o order & paperwork reduction for field offices along with the
streamlining, o improve services (o farmers,

. &




8. Reduce Subsidies Previded By The Rurs! Electrification Adminisiration

Backgrognd

The Rural Elsctrification Admunistration (REA), an apency within the Department of Agriculmure,
provides financial assistance w electric and telephone utilities that serve rural areas. To qualify initally for an
REA ivsn, ¢ borrowsr's service srea could not contain more than 1,500 inhabitants, Most of the REA’s
borrowers that are wiephone companies were estsblished in the 1950s. Many of the communities originally
identified by the REA s rural sresas are sow moch Targer, but any utility that met the original service-area
requirement ¢an continue 1o receive REA assistance. The agency™s borrowers serve sbout 10 percent of the
naton’s electricity consumers and sbout 4 percent of its elephone sustamers.

. There are esseatislly two ways 1o redoce REA subsidies. The first, increasing the interest rate on REA

5 pervent direct Ioans and on Rural Telephone Bank (RTB) loans, would achieve budgetary savings by .
eliminating the toed for subsidy apprepristions for direct loans. The second, charging an origination fee for new
Joan gusrantecs 1o cover the risk of defaulis on guaranteed Joans, would achieve sdditional savings. Coliecting
such fees would eliminate the need for subsidy sppropriations 1o the REA guaraniee program.”

Political Minefialds

A msjority of Members of Congress from rural arcas will oppose any changes in the REA, While the
REA has Jargely fulfilled its original goal of making electric and telephone service availabls i rural
communities, proponents of the agency will argue that many still depend on its low interest josns 1o maintain
end expand electric services o rural communities. However, with more than 516 billion in outstanding REA
toans st rates of § percent and 2 percent, the additionnl interest cost for new loans of Iss than §1 billion & yeur
would have only a smell impact on customer rates. Similarly, sithough charging an origination fee on REA
guarsntees would eventually result in higher wiility ruies, the impact on individue! sustomers would be small.
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INTERNATIONAL DISCRETIONARY SPENDING

1. Reduce Security Assistanee

Background .

Secunity assistance, which comprises military aid and economic support funds, is an impottant mesns of
advancing the interests of U.S. national security or forsign policy. In the Cold War ers, security assistance was
used 10 ¢ounter the spread of communism,

After assistance 1o Israel and Egypt, assistance 1o countries with 12.5. bases is the second largest
component of security assistance, Currently, the U5, provides nearly $1.1 billion per year in forzign military
financing and 3300 million per yesr in sconomic support funds s grants and loans 1o four "base rights” rights
countries: Turkey, Greece, Philippines, snd Portugal, In some ceses, the military financing is used 1 modemnize
forces and 1o muke the country's weapons systems compatibie with those of ULS. forces. I other cases, e
funds exceed & country’s purchase of U8, military equipment &nd services, remain undistursed, and build op 23
halances uncommitted to any particolar purchase. Ia s period of right budgsts, assistance to these countries can
be cut sharply and gradually eliminated over the naxt five years,

Recent changes in the waorld provide the United Siates with the opportunity to decvease security
assistance. The Soviet Union no loager exists, and the Warssw Pact has bees dissolved. The diminished threa:
has prrmitied the U.S. to reduce its own forces, leaving the U8, military with an excess ioventory of military
equipment. The law implemsating the Conveniionsl Forces In Europe Treaty provides for the transfer of canks,
antillery, and armored vehicles to 1S, alflies on the southern flank of NATO. The Philippines is also reoeiving
excess military equipment. These countries, therefore, have less need for new funding.

Political Minefieids

Supporters of seourity assistance argue that access 1o military facilities is seoured under long-térm
sgreements, An abrupt could hanm relaions with the recipient countries, especially those anticipating U.S,
. Assistance 10 pay for military equipment alresdy under contract. fn sddition, it may be oo carly @ wwll wihether
the instability within and between the new republics of the Commonwealth of States will decrease the long-term
- military threst from that region.
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* Provides for cevenue loss from exemptions for Meico and Canads, but not [srael. Revenue estimstes include

increase from corporate income tax of domestic oif 2nd gas producers.
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NEW REVENUES

1. Impose An Oll Import Fee OFf $5 Per Barrel

kpround

One way 1o raise revenue through some type of energy 1ax is an oil import fee of $5 per barrel, on its
owa or 1n combination with soms other energy tax.

Although it would raise less revenue than a gas tax, an oil import fee would be easier w mplement - if
© you exempt Mexico, Canada, and Israel you can do it by executive order instsad of by legislation). It would
potentially cut the trade deficit by reducing U1.5. dependence on foreigs 0il, and would belp the sagging domestic
oil industry,

An ol import fec would atlow domestic suppliers to charge 8 higher price and sl renin competitive
with imports, providing an incentive 1o incresse domestic production and & windfall 10 some domestiz off
producers - and increase the psumber of domestic off jobs, by #5 much 85 100,000, An oil import fee would
siso boost production of naral gas by one W fwo percent due 1o the vise ln gas pricas induced by higher oil
prces, _ '

Like the tax on all cil, the fee would also maintain incentives for conservation by increasing energy
prices. An oil impor fee of $5 would decrease energy consumption by 200,000 barrels per day. It would
enhance national security by teducing imports by 400,000 barrels per day.

Because an oil impart fee would reduse demand and prices for imported ofl, such important trading
partners as Canada, Mexico, and the United Kingdom might object 1o it Exempting oil imports from these
trading partners, however, would substantislly reduce the fee's revesue potentisl because imports from these
countries now account for about onewguarter of US. oil imports. |t is imporant (o nole that many develuping
countries kave ofl impont fees to help decyease dependence on foreign eil,

Some will argue that an import fec will vioclate the General Agreement on Tariffs and Trads (GATTY,
however others srgue that il impont foes wre exemapied from GATT based on national security grounds. Any
claims that your support for an ofl import fee implies that you are a protectionist are casily countered by your
strong and consistent support for NAFTA, and the Uruguay Rounds.

Politiesl Minefields

An oil import fee would bave different effects in different regions of the conntry. On balance, it would
benefit oil-producing states because producers would receive higher prices, but cilconsuming states-espocially
in the Mortheast--would bear smuch of the burden of the fee and of the higher prices U.S. oil producers receive.
Unlike & gas tax bowever, an oil import for would apply more oquitsbly to consumers of both home oil and
sutomobile nsers. The foe would also be opposed by peochemical and rubber manufacturers because it would
incrense their raw material cost of sxport products.

Majority Lesder Gephardt is & long-time supporter of the fee, and could be expected 1o be & mujor ally

for you on this proposal, Lioyd Bentsen has long been an advocaw of an oil import fes.  President Canter's
1980 vil import fee was rejected by Cougress.
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SUMMARY OF EXECUTIVE ORDERS

“Energy in the executive is a leading character of good government.”

—_ Alexander Hamilton
The Federalist #70

Since the early days of the Republic, Presidents have used independent execu-
tive action — executive orders, proclamations, and memoranda — to take action in
. Himes of crisis, fill the void left by congressional inaction, and set the tone for their
administrations.

If you choose, executive action can play a key role in your policy strategy. Some

of the most far-reaching changes in American history were accomplished by executive
action. For example:

v Jefferson purchased the Louisiana Territory from France without any
prior authority from Congress.

’ Lincoln suspended the writ of habeas corpus at the outset of the Civil War
and ordered a blockade of Southern ports even thngh Congress had not
formally declared war. ,

. Executive orders in Kennedy’s first 100 days included establishing the
Peace Corps and directing the Secretary of Agriculture to take "immediate

steps to expand and improve the program of food distribution throughout
the United States.”

Nixon placed a 90-day freeze on all prices, rents, and salaries in’ reaction
to rising inflation and unemployment.

wi el
; it e

. “While these are extreme examples, they indicate the extent and range of powers

you wield independent of Congress. This chapter pulls together and summarizes the
executive actions proposed in the chapters of this book. As an introduction, here is
- some background on the nature and history of executive orders.

The Scope and Source of Executive Power

. Though some Presidents, such as Taft and Eisenhower, have held a less expan-
sive view of the power of the Presidency, we believe the President’s power to take inde-

PR



pendent executive action is far-reaching, covering virtually every aspect of public poli-
¢y. This view has been shared by activist Presidents throughout history, such as
Kennedy, FOR, Ieffers&n, and Jackson. For example, Theodore Roosevelt wrote:

“My belief was that it was not only [the President’s] right but his duty
to do anything that the needs of the nation demanded unless that action
was forbidden by the Constitution or the laws. Under this interpretation
of executive power I did and caused to be done many things not previ-
ously done by the President and the heads of the departments. I did not
usurp power, but I did greatly broaden the use of executive power. In
other words, I acted for the public welfare, I acted for the common well-
being of all our people, wherever and in whatever marmer was necessary,
‘unless prevented by direct constitutional or legislative provision.”

Your powers to take executive action are derived from three sources.

Authority granted by the Constitution

The Constitution, of course, grants the President certain enumerated and unenu-
‘merated powers. The Constitutional source of power for issuing an executive order,
particularly in the areas of domestic policy and of governmental and regulatory reform,
may often be found in Article II, sections 1 and 3.

For example, the authority relied upon for Reagan’s sweeping regulatory reorga-
nization plan, which created OMB oversight of the regulatory process, was Article II,
section 3. The Department of Justice’s Office of Legal Counsel concluded that the
“President’s authority to issue the proposed Executive Order derives from his constitu-
_ tional power to "take Care that the Laws be faithfully executed.””

Authority delegated by Congress

Another source of presidential authority is congressional delegation. In the
Economic Stabilization Act of 1970, for example, Congress authorized the President to
“issue such orders and regulations as he may deem appropriate to stabilize prices,
rents, wages, and salaries at levels not less than those prevailing on May 25, 1970.”

An executive order may also be based upon an implied delegation of power.
When the President’s action is taken pursuant to specific congressional authorization,
either express or clearly implied, it is “’supported by the strongest of pwsumptmns and
the widest iatitude of judicial interpretation, and the burden of persuasion would rest
heavily a;mn any wha xmght at!:ack it.”” Dames & Moore v, Regan, 453 U.S. 654 (1982




| The “Zone of Twilight” * SR

The executive power extends into what Justice Jackson called a “zone of twi-
light,” a gray area of potential actions which are neither expressly authorized or denied
by the Constitution or statute. While you may feel less certain of your authority to act
within this zohe, historically, Presidents have pursued actions without clear authority,

and you may do so as well, as long as their actions aren't strictly prohibited by statute
or the Constitution.

Whether a President’s bold attempt to utilize his power to its fullest extent for
the good of the nation receives support or is challenged by Congress or in the courts is
usualiy determined by the historical context of their action, and not Constitutional the-
ory. As fustice Jackson wrote, “Any actual test of power is likely to depend on the

imperatives of events and contemporary imponderables rather than on abstract theories -

of law.” Youngstown 343 U5, at 637,

Though there are some notable exceptions (particularly during FDR's first two
terms), few Presidential actions in the “2one of twilight” are subsequently judged

- unconstitutional. Rather, these actions are more likely to be ratified by Congress after-

the-fact, or by the courts, As two legal scholars have written on the issue:

“Although the courts generally uphold executive orders, these orders
have in some cases been of — at best — dubious constitutionality. On
some occasions, Presidents have issued orders without specific authority,
only to have the courts find it for them,”

Fleishman & Aufes, Law and Orders: The Problem of Presidential Legislation, 40
Law & Contemp. Probs. 1, 5-6 (1976},

As a result, Presidents may often take action even when their authority to do so
-Is not read,aly apparent at the moment that the national interest requires them to act.

o it F
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Please note that none of the executive orders contained in this book fall into this
gray zone. In our opinion (and that of the best legal counsel) all are cleariy authorized
by statute or the Constitution.

Executive Orders: the First 100 Days from Roosevelt to Bush

- To give you a sense of how your predecessors used executive orders during the
opening days of their Presidencies, the following pages present a historical overview.
We have given the total number of EQs issued during the first 100 days, and tried to
highlight the most important actions.




Franklin D. Roosevelt

1st 100 days: March 4, 1933 to June 12, 1933
Executive Orders: 98 -

FDR used the executive order to change the standard operating procedures of
America’s banks (EO-6074), order the building of the Cove Creek dam (EO-6162} and
alleviate unemployment through public works projects (E0-6101, 6101-A, 6126, 6129,
6131, 6131-A, 6147, 6148, 6160}). In his first 100 days, Roosevelt issued 12 directives
regarding veterans’ affairs and revised 1.8, nationality laws,

Harry Truman

15t 100 Days: April 12, 1945 to July 21, 1945 | v
Executive Orders: 56 '

Truman authorized the Secretary of War to take control of private industries and
airports (EO-9542, 9544}, ordered the Petroleum Administrator to take possession of.
refineries and rubber manufacturing facilities (EQ-9577-A, 9589-A) and amended the
Alien Property Custodial order with respect to German and Japanese nationals.

Dwight D. Eisenhower

15t 100 days: January 20, 1953 to May 30, 1953
Executive Orders: 18

President Eisenhower did not use the executive order as frequently or effectively
as other post-World War II presidents. Four days into office he created the President’s
Advisory Committee on Government Crganization to advise him on issues of govern-
ment waste, efficiency and reorganization (EO-10432). He also issued three executive
- orders pertaining to defense mobilization and the Defense Production-Act of 1950 {EO-

10433, 10434, 10438), which coordinated functions under the. National Security -
Resources Board. ;

John F. Kennedy

15t 100 days: January 20, 1961 to May 30, 1961
Executive Orders: 18

Kennedy used executive orders to alleviate hunger in the United States and
abroad, create the Peace Corps (E0-10924), establish the Committee on Equal
Opportunity (EO-10925), and create a board to oversee labor and management policy.
Two weeks after the Bay of Pigs, Kennedy ordered the creation of the President's
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Foreign Intemgmce Advisory Board (EO-10938), an entity that answered directly to the
Commander-in-Chief. , :

Lyndon B, Johnson

15t 100 days: November 22, 1963 to March 2, 1964
Executive Orders: 16

Johnson created the Consumer Advocacy Council (EO-11136), and ordered the
federal government to take the lead in stopping age discrimination (EQ-11141),

Richard M. Nixon

15t 100 days: January 20, 1969 to May 30, 1969
Executive Orders: 21

Nixon used the executive order to recreate the Foreign Intelligence Advisory
" Board {EQ-11460) and establish the Council for Urban Affairs {(E(0-11452) and the
Cabinet Committee on Economic Policy (EO-11453}.

Gerald Ford

15t 200 days: August %, 1974 to November 17, 1974
Executive Orders: 22

Ford's most memorable directive was the Presidential pardon of Richard Nixon
less than a month after he had resigned from office. Nixon was pardoned by way of a
pmsxdenuai proclamation (PR-4311), not an executive order.

Ford established the Presidential Clemency Board to0 review issues surrounding
the Selective Service Act (EC-11803), and created two advisory groups, the President’s
Eoonomiic Policy Board (EC-11808) and the President’s Labor-Management Committee
(EO-11809).

Jimmy Carter

1st 100 days: January 20, 1977 to May 30, 1977
Executive Orders: 27

One day after his inauguration Jimmy Carter, issued two directives concerning
the war in Vietnam: He used a proclamation to pardon anyone who had violated the
Selective Service Act from August 4, 1964 to March 28, 1973 (PR-4483), and an executive
order that instructed the Attorney General to dismiss all pending charges against these
men {(ECG-11967). Carter also established the President’s Commission on Mental Health
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{(EO-11573).
Ronald Reagan

15t 100 days: January 20, 1981 to May 30, 1981
Executive Orders: 19 -

‘ In his first 100 days, Reagan created the President’s Council on Integrity and
Efficiency (EO-12291), and ordered all agencies and departments to conduct a

Regulatory Impact Analysis on existing, pending and future regulations.
George Bush

15t 100 days: January 20, 1983 to May 30, 1989
Executive Orders: 13

(George Bush used executive orders to establish the President’s Commission on
Federal Ethics Law Reform, call for aid to the Nicaraguan rebels, create presidential and
vice-presidential advisory boards on space policy, and establish the Handicapped
Employees Interagency Committee.

'The Contents of this Chapter

This chapter sumunarizes the proposed executive orders discussed in previous
chapters, and outlines your authority to issue these orders. The policy initiatives were
developed by the Transition Domestic Policy Staff. The analysis of legal authority for
- each action was conducted by an extensive team of volunteer attorneys at prominent
law firms in Washington, D.C.



ELIMINATION OF 100,000 FEDERAL JOBS

PURPOSE OF THE EXECUTIVE ORDER

This Executive Order would satisfy your campaign pledge to reduce the federal
bureaucracy by 100,000.

OVERVIEW OF POLICY CONSIDERATIONS

Downsizing the federal workforce will put the federal govemmenz on the path
of greater efficiency. ‘

SUMMARY OF EXECUTIVE ORDER

The Executive Order will: {1} direct agency and department heads to eliminate at
least 4.5% of their positions over the next three years through atirition or early out pro-
grams; (2) require agency heads to achieve 25% of agency cuts by end of FY 1993, 62%
by the end of FY 1994, and 100% by FY 1995 using 1992 as baseline; (3) instruct the
Deputy Director of OMB for Management to issue the necessary instructions to imple-
ment this order and report to the President on compliance; (4} require 25% of these cuts
to come from upper level management; (5) require savings from these reductions to be
" returned to the Treasury in 1993; and (6) state that the reductions aze to proceed consis-
- tent with existing law and statutorily-imposed staffing levels.

LEGAL AUTHORITY

Legal authority to issue the Order as described is beyond reasonable dispute as
the President has both Constitutional and statutory grounding to issue it. The
Constitutional authority arises under Article II, section 1 executive power; the Article
1, section 3 requirement that the President “take Care that the Laws be faithfully exe-
cuted”;vand the Appointments Clause of Article I , section 2, paragraph 2. Two
statutes — 5 US.C. section 3301 and 31 US.C, section 1111 — also give the President
authority to promulgate this Order.

A similar action was taken on january 20, 1981 when President Reagan ordered
an across-the-board civilian hiring freeze in the executive branch. Reagan's directive
was generally devoid of details, leaving it to the Director of OMB to promulgate the
specific requirements. An executive order is not necessary to achieve these reductions;
Reagan enacted his hiring freeze by Presidential Memorandum.

.
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3% OF ADMINISTRATIVE COSTS

PURPOSE OF EXECUTIVE ORDER

The puxpese of this Executive Order is to reduce the administrative costs of the
federal government by 3% annually. This Order seeks to reduce the size of govem-
ment, utilize resources and personnel more efficiently, and reduce the deficit.

OVERVIEW OF POLICY CONSIDERATIONS

As early as your Geargeto;ﬁm University economic address in November, 1991,
you announced your intention to reduce the real administrative costs of the federal
government by three percent annually.

SUMMARY OF EXECUTIVE ORDER

The Order will: (1) define administrative costs and instruct the directors of OMB,
agencies and departments to break out administrative costs as a separate budget line
item in the FY 1994 budget; (2) require the Director of OMB ta insure that administra- '
tive budgets are at least 5% lower in real costs in FY 1994 than in 1993; and (3) order
agency ancl department heads to build in 3% real cuts in admindstrative costs for the FY
1995-1997 budget requests as measured by the 1994 baseline; and {4} direct the Director
of OMB to insure that the budget submission to Congress include these cuts.

IV. LEGAL AUTHORITY

This executive action is supported by both constitutional and statutory authority.
An extensive body of statutory law provides a framework to rely upon for authority to
take this action. The Budget and Accounting Act of 1921, for example, gives the
President plenary authority over the submission of budgets from the executive depart-
ments to Congress and is the traditional source of authority for EOs on budgetary mat-
ters. 31 US,C. section 1101, et seq. . The President is expressly granted power to specify
the terms of budget development. 31 US.C. section 1108 (b)(1). .Moreover, constitu-
tional grounding exists in the President’s executive power and the requirement that the
President “take care that the Laws be faithfully executed,” Article II, sections 1 and 3.

Details will need ta‘be worked out to account for the difference in the legal status
of independent agencies yis-a-vis executive agencies. ...



ADVISORY COMMITTEE REFORM

PURPOSE OF EXECUTIVE ACTION

The purpose of t}\e }‘:ixecunve C}rder is to abolish unnecessary and wasteful advi-
sory committees.

OVERVIEW OF POLICY CONSIDERATIONS

Thete are approximately 1,200 federal advisory commissions in operation. Of
these, approximately 700 report directly to the executive branch and are not established
by statute. These 700 exist at the pleasure of the President. Many are of dubious value
to the effective operation of the federal goverrunent and should be abolished.

SUMMARY OF EXECUTIVE ORDER

This Order will eliminate approximately 600 of 700 executive branch advisory
comimittees and cap the budgets of those that remain in operation.

The EO will establish a rebuttable presumption against the continued existence
of all advisory committees which are not statutorily created. The Order will: (1) sus-
pend operation of all advisory commissions for 60 days, except for previously sched-

. uled meetings; (2) abolish all non-statutory advisory corumittees 60 days after the pro-

muigation of the EQ, unless otherwise exempted by the Director of OMB; (3) require
agency heads to review the status of all advisory committees within 30 days; (4) set
forth a framework (or delegate this task to OMB} by which agency heads would submit
a waiver request to OMB justifying the continued operation of specific advisory com-
mittees; and (5) limit the number of waivers to 100 and cap the arnual budget of advi-
sory committees that survive the review process.

- LEGAL AUTHORITY

The President has the authority under the Federal Advisory Committee Act
(FACA) to abolish all advisory committees that are not established by statute. 5 US.C.
App. section 6 {c) {(directing the President to submit an annual report to Congress
including a list of those advisory committees abolished by the President.”) GSA regu-
lations further contemplate that the President or an agency head may abolish advisory
committees. See 41 C.ER. sections 101-6.1027. Finally, the President ¢an rely upon his
CCCConstitutional power to direct the Executive Branch as additional authority to
abolish advisory committees.

President Carter issued a Presidential Memorandum to a1l Heads of Executive:

Departments and Agencies on February 25, 1977 that ordered a government-wide, zerc-
9
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based review of all advisory committees with the presumption that committees not cre-
ated by statute should be abolished. Presidents Carter, Reagan, and Bush also used
E.Q.s to abolish certain advisory committees previously created by E.O. or other execu-
tive action. Nixon issued an E.O. in 1972 that would have suspended advisory com-
mittee operations until a charter had been approved, but it apparently did not achieve
the intended results as FACA was passed 2 few months later.
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CutTING WHITE HOUSE STAFF BY 25%
PURPOSE OF EXECUTIVE ACTION

To implement the campaign pledge to reduce White House staff by 25 percent.
This will be a significant symbol of the President’s commitment to keeping his promise
to rein in the bureazzz:z’acy and will be a forceful challenge to Congress to support the
Administration’s efforts to streamline the Federal government. The mechanism for
implementing this will be a payroll reduction during FY 1993 and 1594, resulting in an
estimated elimination of approximately 350 to 400 posm:ms in the White House and
Executive Office of the President.

OVERVIEW OF POLICY CONSIDERATIONS

These cuts can be made without jeopardizing the EOP’s mission. They will
underscore the President’s serious intent fo trim the federal government because the
President likely will be perceived as having been willing to accept the same “sacrifice”
that he is asking of others to achieve the goal of better, more efficient government.

' SUMMARY OF EXECUTIVE ACTION

The Executive Order will cut the 1993 payroll appropriated for the White House
Office and Executive Office of the President (less OMB) for the months of February to
September by 25%, reducing the size of the Executive Office of the President for fiscal
year 1993 from 1868 currently budgeted positions to approximately 1400 positions. The
Order will direct that budget cuts will continue for subsequent years.

LEGAL AUTHORITY

The President has authority to reduce staff in the White House and EOP arising
from the general executive power of Article II, section 1 of the Constitution and 5US.C.
section 301, It is not necessary to implement this by executive order. Less formal
means, such as a Presidential Memorandum, would achieve the same result, Indeed, if
the President wishes simply not to fill budgeted positions or to remove persons previ-
ously appointed to such positions, those actiors could be accomplished administrative-
ly, without the need for an executive order, pursuant to discretion, granted to the
President in 5 U.S.C. section 201.
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ORDER TO ABOLISH THE COUNCIL ON COMPETITIVENESS

PURPOSE OF EXECUTIVE ORDER

- The purpose of this Executive Order is to abolish the Council on
Competitiveness, which was established by President Bush in 1985,

OVERVIEW OF POLICY CONSIDERATIONS

The Council has been involved in control and supervision of OMB’s regulatory
review process, as well as conducting its own regulatory review activities independent-
1y of OMB. This body has been subject to severe and well-deserved criticism for operat-
ing in secret and without public oversight, zm:!udmg refusals to suppiy mfurmataen to

Congress.
SUMMARY OF EXECUTIVE ORDER

The Order would abolish the Council on Competitiveness and would include a
provision indicating that this action is intended to improve the management of the
Federa] governmert.

" LEGAL AUTHORITY

The Council on Competitiveness was not created by statute, regulation, execu-
tive order, or other formal action. Nor did President Bush ever explicitly identify the
authority pursuant to which the Council operated. A report issued in early 1992 by the
Senate Committee on Governmental Affairs concluded that the Council’s authority
remains “obscure.” The power to formally terminate the Council derives from the
President's authority under Article II of the Constitution to manage the executive
branch and the President’s responsibility to “take Care that the Laws be fa:thﬁﬂly exe-
cuted.” :

-
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USE OF GOVERNMENT Vm—ncws FOR Hom—rchmc
TRANSPORTATION

PURPOSE OF EXECUTIVE ORDER
The purpose of this Executive Order is to ban use of portal-to-portal transporta-

tion for all EOP officers tot he extent permitted by law. In addition, only Cabinet level
officials in the executive branch would continue to enjoy portal-to-portal service.

OVERVIEW OF POLICY CONSIDERATIONS

This executive action, best accomplished through Presidential Memorandum,

will ban door-to-door service for White House staff, one of the classic Washington perks .

that exemplify a government out of touch with ordinary people, It will prevent abuses
of privilege that were prevalent during the Bush Administration.

SUMMARY OF EXECUTIVE ORDER

The Executive Order will limit the use of government vehicles for daily home-to-
wark transportation by stating that no officer or employee in the Executive Office of the

President, except the Assistant to the President for National Security Affairs, and to the |

extent otherwise required by law shall be authorized to use a government vehicle for
home-to-office or other personal travel. The Order also will prohibit agency deputies
from using government vehicles for this purpose. It further limits the use by executive
branch employees by requiring the Cabinet and heads of agencies to strictly enforce the
limits on government vehicle use contained in the Government Ethics regulations.

LEGAL ANALYSIS

The Use of Government Vehicles Act, 31 U.S.C. section 1344 (b)(1)7}, controls
the vehicie use of government officials. It specifically authorizes home-to-office vehi-
cles for certain offices:

Cabinet Secretaries, Directors of OMB and National Drug Control Policy; a single
principal deputy to each of these officials if “appropriate”; the US. Ambassador to the
U.N. and principal diplomatic and consular officials abroad; the Deputy Secretary of
Defense, the two Under Secretaries of Defense, the Secretaries of the Army, Navy and
Air Force, the Commandant of the Coast Guard, and the members and Vice Chairman
of the Joint Chiefs of Staff; the Directors of the CIA and FBI; the Chairman of the
Federal Reserve; and the Comptrolier General and the Postmaster General.

The law also permits the President to use his discretion to designate up to six
officers or employees in the EOP and up to ten additional officers or employees of the

13
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Federal agencies for use of government vehicles for commuting between home and
work. The President has full discretionary power to deny use of vehicles to these six-
" teen designees. He can also direct the Agency heads not to assign any vehicles to
deputies in the exercise of their discretion.

The President’s executive power and responsibility to take care that the laws are
faithfully executed allows him to act in this area to the extent that it does not conflict
with other law.
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UsE oF GOVERNMENT AIRPLANES.

PURPOSE OF EXECUTIVE ORDER

To restrict the use of government aircraft and deny reimbursement for first class
travel, when other flight service is available, by executive branch officials.

OVERVIEW OF POLICY CONSIDERATIONS

. This is the “anti-Sununu” executive action, a long overdue reform to insure that
White House staff aren’t jetting off to stamp auctions or political events on government
aircraft or first class commercial service at the taxpayers’ expense.

SUMMARY OF EXECUTIVE ORDER

The Executive Order will limit government aircraft use to “governmental pur-
poses” for EOP employees and presidential appointees. However, the Order will pro-

~ hibit use of government aircraft even for governmental purposes if commercial aircralt

travel is reasonably available. (“Reasonably available” will be defined by the Order) It
may provide use for nongovernmental travel by specified national security officials,
upon authorization by the President, during times when the President has determined
that 24-hour secure communications are required.

The Order will define reimbursemnent procedures and will deny reimbursement
for firstclass travel (unless no other commercial service is reasonably available). It will
also impose travel disclosure requirements.

Itmay #mvzéa for a single coordinating office for agency aircraft management at
GSA. GSA will be directed to sell or convert for other uses any aircraft not necessary to
meet current or expected governument needs.

LEGAL ALITH ORITY

The President has constitutional authority as Chief Executive to limit the use of
resources at his disposal, including the use of government airplanes, Presidents Reagan
and Bush, for example, issued White House memoranda regarding travel on Air Force
planes. The President may also direct that the limits contained in the Ethics Reform Act
of 1989 pertaining to use of government property, including government vehicles, only
for “authorized purposes” be strongly enforced.




LirTING THE GAG RULE

PURPOSE OF EXECUTIVE ACTION

The purpose of this action suspending the so-called Gag Rule would be to effect
an interim but immediate change of the Bush Administration’s regulatory policy pro-
hibiting medical clinics receiving funds under Title X from providing abortion counsel-
ing and referrals. This Order is also necessary because the current regulations have
been struck down by the courts and there is great confusion regarding how the regula-
tory policy is to be applied. i

OVERVIEW OF POLICY CONSIDERATIONS

This action will satisfy your pledge to rescind the gag rule early in your adminis-
trationi. The goal of eliminating the gag rule can be achieved by executive order or by
less formal Presidential action. Historically, such an action would probably be done by
some action less than an Order — a memorandum or directive, for example.

. SUMMARY OF EXECUTIVE ACTION

The executive action will direct or request the Secretary of Health and Human
Services to immediately suspend the implementation of the regulations found at 42
U.S.C. section 52.1-17 {’1991} If an Order or Presidential Memorandum is used, it
would state that “good cause” exists to suspend the regulations without the normally
required notice and comment period. Good cause includes confusion, identifiable
harm, and consisterncy with congressional intent. The action would further direct or
request the Secretary to immediately initiate notice and comment rulemaking to replace

the suspended rule.
LEGAL AUTHORITY '

The President has the authority to take the actions described above, The
Administration may imrmediately suspend the gag nule before initlating the procedure
leading to the enactment of permanert rules. Suspension of the rule is proper without
observing the notice and comment rulemaking requirements of the APA upon a show-
.ing of good cause. Ample grounds exist for a finding of good cause: confusion over
the meaning and application of the rules; the presence of identifiable harm, and that the
enforcement of the regulations would endanger women’s health by denying them com-
plete and accurate medical information from their health care providers at Title X clin-
ics; and the fact that the change would be consistent with Congressional intent.

The suspension would effectively reinstate the rule in effect prior to the enact-
ment of the gag rule.
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PERFORMANCE OF PRIVATELY FUNDED ABORTIONS AT
MiLtary HoOsSPITALS

PURPQOSE OF PROPOSED EXECUTIVE ACTION

To instruct the Secretary of Defense to reverse the DoD policy prohibiting the
performance of privately funded abortions at military hospitals.

OVERVIEW OF POLICY CONSIDERATIONS

On many military bases, women in the United States, and more particularly .

those stationed outside the United States, often face logistical barriers to obtaining

abortions. A DoD policy of allowing military hospitals to perform privately funded -

abortions would permit women to obtain abortions on military bases. This has long
been an objective of abortion rights activists and their supporters in Congress.

SUMMARY OF EXECUTIVE ACTION

Although Dol funds generally may not be used to perform abortions, 10 US.C. ‘

sec. 1093, there is no statute or regulation prohibiting military hospitals from perform-
ing pre-paid abortions. The Secretary of Defense is therefore requested to issue a policy
statement allowing such abortions to be performed at military hospitals.

LEGAL AUTHORITY

There are two grounds on which the administration may reverse the existing
DoD policy without undertaking notice and comment rulemaking. First, it can argue
that the policy is exempt from the rule making requirements of the Administrative
Procedure Act as “a military . . . affairs function of the United States,” 5 US.C. sec.
553(a}(1). Second, the new palicy can be viewed as an interpretive rule. A notice and
comment period is generally required only for promulgation of “substantive” rules.

The military services have consistently viewed these. policy. decisions as outside
APA requirements for public participation or publication in the Federal Register and
the existing moratorium was adopted without notice and comment. Whether this
established view of the appropriate procedures is accepted, or whether the current poli-
¢y is viewed as an interpretive rule, a reversal of the policy should not require notice
and comment.
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ReVOKING THE "MExico Crty" POLICY PROHIBITING
FUNDING OF ORGANIZATIONS THAT FUND OR SUPPORT
" ABORTIONS

PURPQSE OF PROPOSED EXECUTIVE ACTION

To instruct the Administrator of the Agency for International Development to
revoke the “Mexico City” policy that was announced by President Reagan in 1984, The
“Mexico City” policy currently prohibits the use of United States funds to support
“non-governmental organizations which perferm or actively promote abortion as a
method of family planning in other nations.”

OVERVIEW OF POLICY CONSIDERATIONS

Currently, domestic NGOs that seek AID funds, such as Planned Parenthood,
must certify, in writing, that they “will not furnish assistance under the grant” to for-
eign NGOs that perform or “actively promote” abortion-related activities. Revocation .
of the “Mexico City” policy would allow AID to allocate funds to domestic and foreign
NGOs, s0 long as the funds are not used to "pay for the performance of abortions as 2
method of family planning or to motivate or coerce any person to practice abortions.”
22US.C. sec.2151{f)(1).

During the campaign, you promised to overfurn the Mexico City rule.
SUMMARY OF EXECUTIVE ACTION

The discretionary authority of the President to assist voluntary population con-
trol programs has been delegated to the Administrator of the Agency for International
Development. The proposed Presidential Executive Order to the Administrator will
direct him to issue a policy statement revoking the “Mexico City” pohcy as it pertains
to non-governmental organizations.

This revocation would permit federal funds to be directed to non-governmental
~ grganizations that perform or actively promote abortions as a method of family plan-
- ping in other nations, provided that the funds are not used fo “pay for the performance
of abortions as a method of family planning or to motivate or coerce any person to
practice abortions.” '

LEGAL AUTHORITY

Direct federal government funding of abortion activities through foreign assis-
tance is generally prohibited by section 104(f) of the Foreign Assistance Act of 1961.
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However, the President is delegated wide authority to impose or remove ¢onditions on
United States Funds under the Foreign Assistance Act, which authotizes the Fresident
to furnish assistance, on such terms and conditions as he may determine, for voluntary
population planning. Just as President Reagan had the discretionary authority to
impose conditions on such funds, President Clinton will have the authority to remove
this condition.
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IMPORTATION OF RU-486

PURPOSE OF PROPOSED ACTION

This would allow RU-486 into the United States initially (1) for limited personal
use and (2) uitimately for its manufachure and distribution.

OVERVIEW OF POLICY CONSIDERATIONS

During the campaign, you promised to lift the import ban on RU-486.
SUMMARY OF EXECUTIVE ACTION

This Order would:

1. Request the Conunissioner of the Food and Drug Administration to rescind the
Import Alert prohibiting importation of RU-486 by individuals for their personal use.

2. Reguest the HHS Secretary and the Comunissioner of the FDA to immediately com-
mengce testing and approval procedures for RU-486 and ask the Secretary to consider
invoking provisions of 28 U.5.C. sec. 1498 which would allow the government to devel-
op and license the drug in the United States.

LEGAL AUTHORITY

To date, our research has shown only that the President has the authority to
request the Secretary to do this. Further research {(aiready in progress) will be necessary
to determine whether he has the authority to require the Secretary to act according to
this Order. ‘
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FeTaL TisSUE TRANSPLANTATION RESEARCH

PURPOSE OF PROPOSED EXECUTIVE ACTION

To request the Secretary of Health and Human Services to lift the indefinite
moraforium on government funded research involving transplantation of fetal tssue
from induce abortions.

OVERVIEW OF POLICY CONSIDERATIONS

During the campaign, you promised to lift the ban on fetal tissue research. This
order will satisfy that pledge.

SUMMARY OF EXECUTIVE ACTION

The action will instruct the Secretary to end the moratorium on federal support
of research involving transplantation of fetal tissue obtained from elective abortions.
The Order will also establish restrictions similar to those contained in the Waxman bill,

"LEGAL AUTHORITY

There is no legislation prohibiting NiH from funding research involving the
transplantation of fetal tissue obtained from induced abortions. The Secretary of Health
and Human Services has issued an indefinite “moratorium” on such research, but no
regulations have been issued. The moratorium is an intemal directive dictating how
NTH may allocate federal funds for scientific research.

‘ The Clinton Administration will have the authority to lift the indefinite morato-

rium on government funding of fetal tissue transplantation research and to authorize
NIH to.allocate funds for such research. The moratoriuvm is best viewed as an exercise
of the Secretary’s statutory discretion to determine the agency’s policies, internal prac-
~ tices and resource allocation and it may be lifted without resort to rulemaking proce-
dures through exercise of the same discretion. See 5 US.C. sec., 3553(a)(2). Because the

" discretion is statutorily entrusted to the Secretary of HHS, it would be inappropriate for

the President to issue a direct order lifting the moratorium.
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TEENAGE PREGNANCY PREVENTION

PURPOSE OF PROPOSED EXECUTIVE ORDER }

To form a task force to {1} make recommendations on incorporating teen preg-
nancy prevention messages and achivities in existing federal programs which serve
youth; and (2) establish a media ¢campaign and an information clearinghouse on
teenage pregrnancy funded by private and corporate donations and free, public service
television air time.

OVERVIEW OF POLICY CONSIDERATIONS

The battle against teenage pregnancy can only be won if we shift public and tar-
get population perceptions of this problem. A media campaign established by execu-
tive order will have tremendous impact, demonstrate your commitment to family
issues at the outset of your term, and provide a sense of balance to our pro-choice agen-
da by stressing the best solution to unwanted pregnancy — avo;dmg pregnancy in the
first place,

SUMMARY OF EXECUTIVE ORDER

The Order will establish the President’s Task Force on the Prevention of Teenage
Pregnancy. The Task Force shall be composed of five members appointed by the
President. Within 60 days of the order, the Task Force will determine:

1)  Which federal programs are specifically intended to serve the youth of
our nation and whether such programs provide adequate information and
services regarding teenage pregriancy prevention.

2}  The means by which all federal programs interuded to serve the yczzth of
our nation may be modified, expanéed or improved to include provision
of adequate information and services regarding teenage pregnancy pre
vention. ‘

The Task Force will also be charged with:

3)  The establishment of a private nonprofit corporation, funded through pri-
vate and corporate donations, and using donated public service television
air time to the maximum extent possible, to develop and implement a
media campaign to prevent unwanted teenage pregnancy.



LEGAL AUTHORITY

The presidential authority for establishing a task force stems from the Federal
Advisory Committee Act, as amended (5 US.C. App.). The authority is explicit and
undisputed. Examples of executive orders relying on the statute to appoint task forces
include Executive Order 12439 of September 8, 1983, by which Ronald Reagan estab-
lished a Task Force on Food Assistance and Executive Order 12614 of November 5,
1987, by which he established a Task Force on Market Mechanisms.

t7
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APPLICATION OF THE FAMILY AND MEDICAL LEAVE ACT TO
WHITE HOUSE STAFE AND POLITICAL APPOINTEES

PURPOSE OF PROPOSED EXECUTIVE ORDER

To apply the provisions of the Family and Medical Leave Act (FMLA), once
enacted, to White House staff and political appointees.

OVERVIEW OF POLICY CONSIDERATIONS

As currently drafted, the Family and Meedical Leave Act would not apply to
political appointees - the only government employees to receive guaranteed unpaid
leave under the act are career civil servants. This EQ would extend the provisions of
the Family and Medical Leave Act to White House staff and political appointees. Note
that this action could only be taken after passage of the act itself.

SUMMARY OF EXECUTIVE ORDER

The Executive Order will apply the provisions of the Family and Medical Leave
Act, once enacted, to White House staff and political appointees. Presently, under 5
US.C. sec. 6301(2), leave provisions in current law do not apply to: (x) an officer in the
executive branch or the government of the District of Columbia who is appointed by
the President and whose rate of basic pay exceeds the highest rate payable under sec-
tion 5332 of Title V; or (xi} an officer in the executive branch or in the government of the
District of Columbia who is designated by the President, except a postmaster, United
- States attorney, or United States marshal; or (xiii} an officer in the legislative or judicial
branch who is appointed by the President. The Title V leave provisions also do not
apply to appointees who are not “officers” and who are not in position covered by the
General Schedule or the Executive Schedule. This order will apply the provisions of the
. FMLA to these exempted employees.

: The FMLA provides generally that all covered employees may take up to 12

weeks per year for the combined purposes of childbirth, adoption, foster care place
ment, or the serious health condition of the employee or the mpiayee s child, spouse
or parent. There are also provisions for continuation of health insurance during the
leave period.

LEGAL AUTHORITY

The legal authority for issuance of the Order is the President’s general
Constitutional executive powers and certain provisions of Title V. The strongest source
of Title V authority is section 6603(2)(x}, {xi}, and (xiii}. These are the exemptions from
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annual and sick leave that apply to Presidential employees. Since Congress has no leg-
islated the leave policies for these employees, then the President implicitly retains the
authority to set policy for them under Article I and 5 U.S.C. section 7301.

.
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ADOPTION LEAVE

PURPOSE OF EXECUTIVE ORDER

The purpose of this Executive Order is to allow federal government employees
to obtain paid leave in connection with the process of adopting children.

OVERVIEW OF POLICY CONSIDERATIONS

Allowing federal employees to use sick leave for adoption-related procedures is
a cost-free statement by the President on the importance of adoption and its place in the
policies of his administration, Further, this Order supports the concept of family.

SUMMARY OF EXECUTIVE ORDER

The Order would allow federal employees, to the extent permitted by law, to use
sick leave for adoption-related procedures (house visits, visits to the state or country
. where the child lives, court proceedings, ete.} The Order would direct OFM to consult
with the Civil Service Commission and issue guidelines to federal agencies to coordi-
nate such leave.

LEGAL AUTHORITY

The President has authority under Article II of the Constitution to issue this
Order, although it must be drafted in a manner that does not infringe upon
Congressional legislation on the specific subject of federal employee leave. In 199{}
Congress enacted a temporary one-year modification of the sick-leave statute that
allowed sick leave to be used for purposes related to the adoption of a child. By enact-
ing such a measure dealing with adoptive leave, Congress may have indicated that
- guch a leave was not authorized by 5 U.S.C. section 6307. To avoid any argument that
the President had invaded an area occupied by Congress, any Presidential action
should be harmonized with the leave provisions of Title 5.

Alternative authorities might support adoptive parental leave. For example,

Congress has recognized the President’s authority to create “holidays”(5 U.S.C. sec.
£103(b)} and to arrange “nonworkdays” by Executive Order (5 U.5.C, sec. 6302(a)).
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CONSOLIDATED PURCHASE OF VACCINES

PURPOSE OF EXECUTIVE ORDER

To require all federal agencies currently providing immunizations to purchase
vaccines in bulk, thereby reducing costs considerably and expanding coverage.

OVERVIEW OF POLICY CONSIDERATIONS

This simple reform is long overdue. It will reduce the overall cost of vaccines,
~and thus allow us to vaccinate more children at current levels of spending. Pending
. passage of a more radical increase in child immunization programs, this is a way to
increase our impact and signal to the nation that we care about our children.

SUMMARY OF EXECUTIVE ORDER

The Executive Order will direct federal government entities to consolidate their
procurement.of vaccine purchases.

LEGAL ANALYSIS

The President has the executive authority to direct the consolidation of procure-
ment procedures for purchasing vaccines. Legislative efforts to do this have already
been made and there is & mechanism in place to achieve this, at least to some extent.
The federal government has engaged in a “Shared Procurement Program” for the pur-
chase of pharmaceuticals, medical supplies, and equipment, since 1978. The agencies

responsible for administering the program include DoD, HHS and the Veterans’ '

Administration, Other agencies with drug or medical supply requirements may utilize
this program under the authority of 31 US.C. section 1535 (1992), es amended. (In fis-
cal 1989, the program purchased $2.7 million in vaccines.)
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FuLL COVERAGE FOR IMMUNIZATION OF FEDERAL EMPLOYEES

PURPOSE OF PROPOSED EXECUTIVE ACTION

To require full immunization coverage for those covered by the Federal
Employee Health Benefit Plan.

OVERVIEW OF POLICY CONSIDERATIONS

Child immunization is obviously very important. Tragically, however, even the
federal government fails to guarantee complete immunization coverage for the children
of its employees. This action will reverse that policy, mandating that any plan for fed-
eral employees include full immunization coverage. This will signal that we care about
federal workers and their families, and demonstrate our. commitment to family friendly -
policies.

SUMMARY OF EXECUTIVE ACTION

You can instruct the Office of Personnel Management to assure that all federal
empiayee benefit plans provide for the full cost of all recommended childhood vac-
cines. In its annual “call” letters, the OPM should inform all health plans participating
in FEHB that they must include full coverage of all vaccines in their bids.

LEGAL AUTHORITY

Precedent exists for an Order regarding the type of coverage OPM should offer
federal empioyees. In Executive Order 12564, as part of an effort to create a drug free
federal workplace, President Reagan required OPM to “[ejnsure that appropriate cover-
age for drug abuse is maintained for empleyeas and their families under the Federal
Employees Health Benefits Program.” This prior Order, in combination with the flexi-
bility OPM is given in selecting benefits, clearly shows an Order is appropriate.
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MAKING THE FEDERAL GOVERNMENT A "FAMILY-FRIENDLY"
EMPLOYER

PURPOSE OF EXECUTIVE ORDER

The purpose of this Executive Order is to make the federal governument a “family
friendly” emplovyer.

QVERVIEW OF POLICY CONSIDERATIONS

This Order demonstrates the President’s commitment to helpmg employees bai~
ance the demands of family and work. It is part of our effort to make the federal gov-
ernment 2 pro-family employer.

* SUMMARY OF EXECUTIVE ORDER

This Executive Order will direct all departtments and executive agencies to
increase the opportunities for: (1) child care services; (2) part-time employment and job-
sharing; (3 flex-time; and {4} telecommuting for their employees.

LEGAL AUTHORITY

This executive action is supported by both Constitutional and statutory authori-
ty. Generally, the President may take these actions pursuant to Article I, sections 1 and
3. Various statutory law has been identified which further supports these actions. Inall
cases where a statutory framework exists, the executive order will need to be drafted to
be consistent with the dictates of that law. For example, where unionized employees
are involved, there is the question as to whether the part-time program may be imple-
mented uniiaterally outside the context of a collective bargaining agreement.- The
- COrder should be drafted taking this into account to avoid interfering with negotiations
in any particular bargaining unit.

Moreover, the difference in legal status between independent agencies vis-a-vzs '

executive agencies will need to be accounted for in the drafting of the Order.
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Assautrr PistoL IMPORT BAN

PURPOSE OF ACTION

This executive action will ban the import of assault pistols like the Uzi, which are
presently allowed in the US. These deadly pistols continue to rush into this country,
even though assault pistols are arguably a more significant public safety threat than
assault rifles, which President Bush banned.

SUMMARY OF POLICY CONSIDERATIONS

During the campaign, you pledged to ban semi-automatic weapons that have no
legitimate sporting purpose. The importation of assault rifles is currently banned.
However, this ban does not apply to assault pistols ~- a favorite weapon of gangs and
dealers. The NRA may oppose extending the ban to assault pistols, but will fight it less
than other measures since NRA funding comes from domestic gun manufacturing
interests who will profit from a ban on imports.

SUMMARY OF EXECUTIVE ACTION

This executive action, best achieved through Presidential Memorandum, will
request that the Secretary of the Treasury order an immediate temporary suspension of
assault pistol imports for 90 days pending a determination by the Secretary during that
period that assault pistols do not meet the “sporting purposes” test of the Gun Control
Act of 1968, as amended, and therefore should be subject to a permanent ban. The
Memorandum will further detail the substantial evidence demonstrating the cruel fic-
tion that these guns — Uzis, efc. — are “particularly suitable for or readily adaptable

for sporting purposes,” as required by the Act to qualify for importation.

LEGAL AUTHORITY

The President does not have the authority to ban the importation of the assault
“pistols, but may ask the Secretary of the Treasury to do so. The Treasury Secretary has
exclusive authority to enforce the provisions of the Gun Control Act of 1968, and this
power has been delegated to the Bureau of Alcohol, Tobacco, and Firearms. See 27
C.FR. section 178,12



'FEDERAL BooT CAMPS

PURPOSE OF PROPOSED MEMORANDUM

To request the Attorney General to direct the Bureau of Prisons to expand the
number of federal “boot camps” in order to make greater use of shock incarceration
programs.

OVERVIEW OF POLI CY CONSIDERATIONS

During the campaign you endorsed increased use of boot camps 25 an alterna-
tive to prison. This order would expand the number of federal boot camps currently
operating from one to approximetely three to five.

SUMMARY OF EXECUTIVE ACTION

This order will request the Attorney General to direct the Bureau of Prisons to
expand the number of federal “boot camps” in order to make greater use of shock
_ incarceration programs, in accordance with applicable law.

LEGAL AUTHORITY

The Bureau is a federal entity, subject to the President’s Article I executive
power, and the President may issue an executive order directing the Director to expand
the number of federal boot camps. Moreover, 18 US.C. sec. 4046 authorizes the Bureau
of Prisons to place in a shock incarceration program any person sentenced to a term of
imprisonment between 12 and 30 months, if that person consents. The federal sentenc-
ing guidelines likewise authotize courts to recommend that eligible individuals partici-
pate in such programs. There is no statutory limit on the number of shock incarceration
programs or the number of eligible individuals the Bureau may pemut to serve their
sentances m such programs.

chiw
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ENDING HARASSMENT IN FEDERAL EMPLOYMENT

PURPOSE OF PROPOSED EXECUTIVE ORDER

The purpose of this Order is to emphasize that it is the public policy of the
United States that harassment in the workplace on the basis of race, color, sex, national
origin, religion, age, handicap, or sexual orientation constitutes discrimination and is
therefore fllegal. This Order charges the heads of federal agencies with institutional

education and training programs to ensure that this policy is enforced,

OVERVIEW OF POLICY CONSIDERATIONS

The inclusion of sexual orientation as a basis for discrimination could be a light-
ning rod for controversy. Title VII does not-include.sexual orientation as a protected
class and the existing EEQC regulations prohibiting harassment on the basis of sex,
race, color, religion or national origin have not been interpreted to include.this category

SUMMARY OF EXECUTIVE ACTION

The Order will require programs for education and training concerning the
- - application and effect of the expanded EEOC Guidelines to federal employees. The
head of each department and agency shall report to the White House Counsel within
100 days of the issuance of this Order regarding their policies and procedures to ensure
compliance with the expanded EEOC Guidelines and their plans to implement them.

LEGAL AUTHORITY

Title VII of the Civil Rights Act of 1964 prohibits employment based discrimina-
tion against federal empleyees on the basis of race, color, religion, sex, or national ori-
gin. Although there is no explicit delegation of authority to the President to act in this
arens, the application of the EEQC guidelines to the federal agencies have been accom-
, Plished through Executive Order in the past based upon the:President’s:power under
* Article T o control the operations of the executive branch. In addition, 5 US.C. section
7301 authorizes the President to “prescribe regulations for the conduct of employees in
the executive branch.”
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HEALTH-BASED EXCLUSION OF ALIENS

PURPOSE OF PROFOSED EXECUTIVE ORDER

To lift the ban on immigration of individuals with HIV/AIDS, and other com-
municable diseases.

OVERVIEW OF POLICY GONSIDERAHOA’S

During the campaign, you promised to lift the ban on immigration of individu-
als with AIDS. This executive order will accomplish this goal. The order, following
NIH recommendations, will restrict the scope of the ban so that it only applies to indi-
viduals with active tuberculosis.

In 1987, as the result of pressure from Senator Helms, HHS regulations were
amended to name HIV as one of several “dangerous contagious diseases” which pro- |
vide grounds for denying a U.S. entry visa to aliens. In 1990, Congress changed the
standard for exclusion to “comununicable disease of public health significance” and .
directed the Secretary of HHS to determine what diseases fit this description. On
January 23, 1991, HHS issued a notice proposing to classify only infectious tuberculosis
as grounds for such an exclusion, which would effectively remove HIV from the list.
HHS vigorously supported this proposal although DoJ and the IN5 opposed it. On
May 31, 1991, after receiving 40,000 written comments (opposing the proposed rule by a
margin of 5.1}, HHS instead published an Interim Rule falling back on its pre-1990 List -
of eight comumunicable diseases (a list which includes HIV). HHS said it needed more
time to review the issue and took no further action.

- SUMMARY OF PROPOSED ORDER

. This order will request the Secretary of Health and Human Services to enter a
final nil¢ limiting the definition of “contagious disease of public health significance” to
active mbercukasxs pursuant to section 212 of the I.m.migratzon Actof 199{’:

- LEGAL ﬁlIIHORITY

Authority for this order is derived from the President’s power to take care that
the laws be faithfully executed. Undted States Constitution, Art. 11, sec. 3.
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ESTABLISHMENT OF A NATIONAL EDUCATION GOALS PANEL

PURPOSE OF EXECUTIVE ORDER

The purpose of the Executive Order is to strengthen the National Education
Goals Panel chartered by the National Governors Association and expand its mission
by establishing the Panel as a formal advisory committee to the President.

- OVERVIEW OF POLICY CONSIDERATIONS

This order will make the Goals Panel, currently an unofficial body chartered by
the Governors, an official government entity. The order will also expand the scope of
the panel’s authority beyond its current concerns, and place the Panel at the forefront of
the Clinton education reform agenda,

-

SUMMARY OF EXECUTIVE ORDER

i

The Executive Order will establish the National Education Goals Panel as an
Advisory Comumittee to the President. The Order will expand the Panel's mission to
include: {1) the establishment of a National Council on Standards and Assessment that
would oversee establishment of voluntary national student performance standards for
elementary and secondary education; (2) the establishment of a National Council on
Professional and Technical Standards that would establish voluntary national oecupa-
tions standards; {3) serving as an mtergovmmtzi forum for a coordinated effort to
achieve the National Education Goals; and (4) reporting on progress toward achieving
the National Education Goals. The order will identify the membetship of the panel as
- being comprised of cabinet members, members of Congress, governors, and representa-
tives of business, education, and labor.

LEGAL AUTHORITY

The President has the power to establish the Panel as:an: admory committee
pursuant to the Federal Advisory Comunittee Act, 5 US.C. App. (FACA). [FACA autho-
. rizes the President to establish advisory committees, task forces,. panels and similar
groups, to render advice and make recommendations to the President and federal gov-
ernment agencies.

President Bush established two advisory committees with related missions. In
1989, he established the Education Policy Advisory Committee to provide input in
preparation for the education summit meeting (.0, 12687, issued Aug. 15, 1989). In
1590, the White House established the President’s Advisory Commission on
Educational Excellence for Hispanic Americans within the Department of Education
{E.0. 12729, issued Sept. 24, 1930).
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HousING AND HOMELESSNESS INTERAGENCY TASK FORCE

PURPOSE OF EXECUTIVE ACTION

To order an inventory of government housing stock in preparation for transfer of-

underutilized stock to community non-profit organizations to house the homeless.
. OVERVIEW OF POLICY CONSIDERATIONS

During the campaign, we talked about transferring federally-owned but under-
utilized housing stock o community groups to house the homeless. As a result of the
S&L debacle, the fedéral government has become one of the largest owners of residen-
tial property in the nation. In addition, a large percentage of HUD stock is not in use

because of disrepair and mismanagement. The underutilization of these properties -

remains one of the great “missed opportunities” of national housing policy. We believe
that aggressive pursuit of initiatives to put this housing stock back into play would
repay itself many times over. This action will produce 2 detailed inventory of federal

housing stock to identify housing which could be transferred under a legislative pro-

gram. |
SUMMARY OF EXECUTIVE ACTION

This executive action ~ probably a Presidential Memorandum « will rename
the inter-agency task force which coordinates public housing stock disposition the
“President’s Task Force on Underutilized Federal Housing.” The memorandum will
instruct this Task Force to produce, in six months on an emergency basis, a federal
homeless housing inventory of all housing stock owned by the federal government, 1o
include property currently under the jurisdiction of DoD, HUD, RTC, VA, FmHA, and
FDIC. The Task Force will be further directed to identify housing which is currently
“underutilized, with potential value as housing for the homeless.” This phrase will be
defined to include all federal property which has been owned by the government but
vacant for over one year, which could be modified or renovated so as to afford decent

. shalter for the homeless.

To insure that the inventory is as complete as possible the memorandum will
direct the Task Force to work with homelessness advocates, community groups, and
state and local governments to identify for the task force housing stack in their area
which they believe would be suitable for homelessniess housing. This action would lay
the foundation for a legislative transfer to community groups of housing property iden-
tified by the Task Force. :
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LEGAL AUTHORITY

The President has general authority under Article II of the Constitution to direct
the activities of the executive. There is, in addition, specific legislative authorization for
the Secretary of Housing and Urban Development to “advise the President with respect
to Federal programs and activities relating to housing and wrban'development” and to
“exercise leadership at the direction of the President in coordinating federal activities
_ affecting housing and urban development. . .” 42 US.C . section 3532(b).



ENDING DISCRIMINATION WITHIN THE FEDERAL
(GOVERNMENT ON THE BASIS OF SEXUAL ORIENTATION

PURPOSE OF PROPOSED EXECUTIVE ORDER

During the campaign you promised to issue an Order banning discrimination on
the basis of sexual orientation in federally funded and conducted hiring and contract-
ing. This Order would fulfill that promise. The ban on discrimination should subsume
{1) employment actions like recruiting, hixmg, appointment, training, promotion, tenure
and compensatiory; (2) the provision of services and benefits by the government; and (3)
government contracts.

'OVERVIEW OF POLICY CONSIDERATIONS

"This Order would not cover discrimination against gays in the military since
courts have uniformly held that, because military persorniel are not federal employees,
the laws against discrimination in federal employment do not apply to them.

SUMMARY OF EXECUTIVE ACTION

Implementation action should include (1) authorization f{}r the EEOC to publish
guidelines implementing and enforcing the executive order; (2) mandates that each
agency develop a program for educating employees about the new guidelines; and (3) a
requirement that the Department of Labor develop mgzﬂations enforcing the ban on
. discrimination in gavernment contracting,.

LEGAL AUTHORITY

Article IT of the Canstitution authorizes the President to control executive branch
operations, including employment decisions. Additional authorize is provided by 5
US.C ser. 7301, which authorizes the President to “prescribe regulations for the con-
duct of employees in the executive branch.” Moreover, for fifty years Congress has
accepted the Executive’s practice of issuing Executive Orders to prohibit discrimination
in federal employment. This historical acceptance has been interpreted as amountmg
to authorization to issue Executive Orders in this area.




STATE AND LocAL WAIVERS

PURPOSE OF PROPOSED EXECUTIVE ACTION

To increase the amount of Federal waivers available to states and localities and
to expedite the waiver approval process.

OVERVIEW OF POLICY CONSIDERATIONS

Over the last fifteen years, the federal government has placed an increasing
number of restrictions on the use of federal grant money. This increases the overhead
cost of the federal government by requiring an increasing number of grant officers, ties
up state and Jocal governments that are hard pressed to meet the increasingly complex
applications process, and stifles innovation and experimentation at the state and local
level by micromanaging programs from Washington.

State and local officials have incessantly complained that many of these Federal
requirements prevent them from tailoring Federal programs to meet the needs of their
communities in a manner that is more efficient, less costly, and yet consistent with the
goals of the Federal government. Although many programs allow for federal waivers
to encourage innovation at the state level, in some programs the process for cbtaining a
waiver is difficult and time-consuming, often lasting up to a year.

Increasing the availability of waivers is a top reinventing governunent priority —
- a5 a result, we recommend that you attempt significant waiver reform legislatively
under reorganization authority. In the meantime, we believe you should issue an
Executive Order streamlining and expediting the waiver process to encourage innova-
tion at the state and local level. The Order would place the presumption of approval on
waiver applications, set a 30-day deadiine for approval, and have the Deputy Director
of OMB for Management in charge of the process.

SUMMARY OF EXECUTIVE ACTION
This order will:

1} Dhirect agency and department heads, to the extent permitted by law, to
place the presumption on approving state and local government waiver
applications which meet current statutory waiver requiremnents. If an
application is deemed unacceptable for approval because of a failure to
meet non-statutory requirements, the department or agency head must
inform the Deputy Director of OMB for Management in writing 7 days
prior to denial of the application.



2)  Direct agency and department heads, to the extent permitted by law, to
make determinations on applications for waivers within 30 days of receipt
of applications.

3}  Direct each affected agency and department head to direct one of their top
sub-cabinet officials to supervise the walver review process and to
work with state and local governments to maximize compliance by state
and local governments with criteria for approval of waivers.

4}  Direct the Deputy Director of OMB for Management to issue such rules as
aré necessary to implement this order; to oversee the entire waiver
process for the government to include government compliance with the
30-day rule; and to coordinate the consideration of applications for
waivers which fall under the jurisdiction of more than one department or

agency. T
LEGAL AUTHORITY

Authority for issuance of the order is under Article I, sec. 1 and the President’s

power to take care that the laws be faithfully executed under Article I, sec, 3. In addi-
tion, statutory authority for the order exists under the Intergovernmnental Relations Act,
31 U.B.C. sec. 6506{b). President Reagan issued an executive order on
Intergovernmental Review of Federal Programs, EO 12372 issued 7/14/82, based on
the same authority.
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WHITE COLLAR CRIME

PURPOSE OF EXECUTIVE ORDER

To strengthen and underscore the importance of white collar crime enforcement.
This Administration is committed to ending the lax pursuit of criminals just because
they wear a suit and sit in the boardroom. This Executive Order will target financial
and environmental criminals as priorities for prosecution.

OVERVIEW OF POLITICAL CONSIDERATIONS

Too often over the last 12 years, inside traders and S&L kingpins have been able
to make white collar crime pay. This Order will send a message that nobody will get
special treatment from a Clinton Admindstration.

SUMMARY OF EXECUTIVE ORDER

This Executive Order will: (1) designate White Collar Crime prosecution as a pri-
ority, with an emphasis on restitution to victims; (2) create Financial Crimes Task Forces -
in 25 cities; and (3) address the need for stepped-up enforcement of environmental
crimes.

LEGAL AUTHORITY R
» The President, as Chief Executive and pursuant to his responsibility to take care
that the laws are falthfully executed, has authority to identify crimes as priorities for
enforcement efforts and resource allocation. Article 11, sections 1 and 3. Authority to
establish the Financial Crimes Task Forces currently exists, but the Bush Administration

failed to fully utilize their potential as a weapon against $&I. crooks who have cost the
American taxpayets billions of dollars.



